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Dividends Declared 


Stock of 
Record Payable 

Abbott Labs pf, q. $1....Oct. 2 Oct. 16 
Am Chain & Cable, 50c..Sept. 5 Sept. 15 
Am Ch&Cab pf, q, $1.25 Sept. 5 Sept. 
Am Home Prod, 20c....Sept. 14 Oct. 
Am Locomo pf, q, $1.75..Sept. 15 Oct. 
Beech-Nut_ Packing, $1..Sept. 
Bng&ArsRR5%pf 

(ac) $1.25 
Beech-Nut Pckg, q, $1... 
Comm’! Credit, q, 50c...Sept. 
Ccmm’! Crd pf, q, $1.06% Sept. 
Comm’! Inv Trust q, 60c Sept. 
*Dom Textile pf, q, $1.75 Sept. 
Gen Rwy Sig pf, q, $1.50 Sept. 
Montgmy Ward, q, 50c..Sept. ; 
McCrory Stores, q, 25c..Sept. 18 Sept. 2: 
Penn Ed Co $5 pf, q, 

PIS cveccecesscsacns Sept. Oct 
Penn Ed Co $2.80 pf, q, 

70: Se 
Phill Aug. Mn 

*Payable in Canadian funds. 








THE TEXAS COMPANY 


168th Consecutive Dividend paid 

i d pai 

by The Texas Company and its 
predecessor. 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on October 2, 
1944, to stockholders of record as shown 
by the books of the company at the close 
of business on September 1, 1944. The 
stock transfer books will remain open. 
L. H. : 

July 28, 1944 m ee 
RY RR A A TS ea 


UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC) 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable October 2, 
1944, to stockholders of record at ihe 
close of business September 1, 1944. 


ROBERT W. WHITE, Vice-President 
































SOUTHERN PACIFIC COMPANY 
DIVIDEND NO. 107 


A QUARTERLY DIVIDEND of Fifty Cents 
($.50) per share on the Common Stock of this 
Company has been declared payable at the 
Treasurer’s Office, No. 165 Broadway, New York 6, 
N. Y., on Monday, September 18, 1944, to stock- 
holders of record at three o’clock P. M., on } 
day, August 28, 1944. The stock transfer books 
will not be closed for the payment of this dividend. 

J. A. SIMPSON, Treasurer, 

New_York, N. Y., August 17, 1944, 











(OrMERCIAL fuvesTMENT JRUST 
CORPORATION 
Common Stock, Dividend 


A quarterly dividend of 60 cents per share in 
cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable October 1, 1944, 
to stockholders of record at the close of busi- 
ness September 9, 1944. The transfer books 
will not close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer. 
August 24, 1944, 
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In just 10 minutes they'll need your help 


Back home, the headlines read—60 U.S. Planes Lost. 


The full news account may mention that 600 airmen were 
shot down with them. But nowhere will you find mention 
about how many of those men landed alive and are now in 
enemy prison camps. There is no way of knowing. 


Actually, about 60 per cent of all American airmen shot 
down over enemy territory survive—as prisoners of war. 


Some prison camps are devoted exclusively to airmen. But 
these camps are little different from the others. In all, the 
men behind the barbed wire live the same empty life. There 
is nothing to do but wait—wait—and try to hold on to your 
sanity while you wait. 

That’s why War Prisoners’ Aid was’ formed. It provides 
the wherewithal to buy for prisoners of war the things that 
will help them hold on to their sanity during those empty 
days of waiting. Books. Games. Athletic equipment. Make-up 


kits for amateur theatricals. Musical instruments. 


It takes money to buy these things. More and more money 
as more and more of our men wind up in prison camps. The 
only way War Prisoners’ Aid can get that money is through 
your contribution to your local community drive. Your gift 
is also shared by war refugees, the U.S.O., Merchant Seamen, 
welfare services here at home. Give once for all these. 


Give generously to your 


Community War Fund 











Representing the nae 
National War Fund jet 
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The Trend of Events 


THE RAILROAD SUIT .. . The anti-trust suit brought rate-making and in the exercise of that initiative joint, 
against the Western railroads makes one wonder whether cooperative action is a practical necessity and is so rec- 
Mr. Biddle’s Department of Justice is following a course ognized by the I. C. C. 

geared to Administration policies and objectives or is If the Department of Justice wants to unstabilize the 
carrying on an ideological crusade entirely on its own. whole complex of relations between shippers and com- 
We are inclined to suspect the latter, for we doubt that mon carriers there is no better way to do it than by re- 
this action would have been brought with the considered storing the law of the jungle in rate making—leaving 


approval of higher Administration councils. ; communities, industries and carriers to fight it out for 
The stated objective of the suit against the railroads, advantage or survival. 
their executives, their bankers and their associations 1s The Interstate Commerce Commission has an excel- 


to establish complete competitive freedom in rate-mak- lent record. We doubt that the courts, the shippers or 
ing by the roads and other transport enterprises. Think the general public will take kindly to the effort of the 
what that means. One manufacturing area could obtain Department of Justice to undo the fruits of its years of 
a competitive advantage if a single railroad serving it careful, intelligent and responsible regulation. Its judg- 
cut freight rates. If a road serving a coal mining center ment on what is the true public interest in the regula- 
cut rates, operators in other fields would immediately find _ tion of common carriers will be widely accepted over Mr. 
themselves being outsold in markets by competitors using Biddle’s any day. 

> the road which reduced rates. 

Freight rates are an integral part of the delivered prices STOCK OPTIONS .. . We are quite sure that an over- 
of all products. The rate structure, gradually evolved whelming majority of equity investors will heartily ap- 
over the decades, vitally affects the relative economic prove the recent ruling of the Internal Revenue Bureau 
, positions of communities, individual enterprises and _ that the value of options granted to officials to buy blocks 
whole industries—which is precisely why the Interstate of stocks—on an assured profit basis in most cases—must 
Commerce Commission was set up to regulate the rail- be treated as salary for income tax purposes. The de- 
toads and why, more recently, highway common carriers cision applies to any option granted since Oct. 2, 1942, 
also were brought under its control. We had unre- which was the effective date of the stabilization act. 


stricted rate competition in earlier years, and the effects The high war-time tax rates on incomes have, of 
upon the railroads and their customers were bad. The course, borne heavily on corporate executives. Many of 
I. C. C. regulates both maximum and minimum rates. them have not been able to maintain homes, insurances 
This leaves the carriers but limited initiative in specific or other more or less fixed obligations except by spend- 
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ing capital. They have been under pressure to devise 
means of obtaining supplemental remuneration free of 
full income tax liability. As a result, a much increased 
number of corporations have granted stock purchase op- 
tions over the past couple of years. 

We agree that able executives merit adequate pay, but 
it is proper to emphasize that company managers are not 
the only ones being squeezed by high taxes. They have 
much company—which includes some of their sharehold- 
ers—and these people, unlike the favored “insiders,” have 
no way of beating taxes through stock options or other- 
wise. They pay as cheerfully as possible, and wait hope- 
fully for income tax rates to be reduced. We think com- 
pany executives should do the same. Furthermore, the 
device of options is too subject to abuse—actual or po- 
tential—to be approved by this publication, even though 
ratified in individual cases by a majority of outstanding 
stock. As a practical matter, “absentee” stockholders are 
virtually voiceless and insiders can nearly always wangle 
enough proxies to put over an option plan. 

The amount of “salary” resulting from an option is 
to be determined, under the new ruling, by the differ- 
ence between the option price and the market price at 
the time the option is exercised. We think that is the 
way it should be, for we don’t believe in tax loopholes 
for corporate executives or anybody else. 


RECONVERSION FEUD... While WPB and the 
armed forces appear no nearer to agreement on recon- 
version timing, some progress nevertheless is being made 
along preparatory lines though it lacks much in imme- 
diate practical importance. The latest measure, Priori- 
ties Regulation No. 25, implementing Mr. Nelson’s spot 
authorization order and completing his program to pro- 
vide a mechanism for partial reconversion, will assuredly 
not lead to a flood of home-front plenty, yet eventually 
it should pave the way for progressive expansion of civil- 
ian Output. 

On the surface, P.R. No. 25 is a promising document, 
ending 79 limitation regulations and seven materials 
conservation orders which so far restricted production 
of a long list of civilian items, principally in the metals 
categories. But to give it practical meaning, the “go 
ahead” signal of the War Manpower Commission is still 
needed, and the Commission continues to side with the 
Services in discouraging undue reconversion enthusiasm. 
Thus, while the key question of whether manpower is 
being wasted in war production remains unanswered, the 
WMC retains the whiphand. 

All that can be expected from WPB’s latest moves is 
that they will eventually permit some civilian production 
earlier than otherwise would be the case, and that every 
such program sandwiched in between war schedules will 
tend to moderate the over-all reconversion problem. The 
spot authorization order in particular constitutes a short- 
cut of considerable aid towards maximum production 
when the bars are let down more fully. 

The way things are going in Europe, that time may 
not be so far off, in fact it may come with startling sud- 
denness. All the more, then, WPB deserves a vote of 
thanks for its determination to press its point in the face 
of powerful opposition. Preparedness is equally neces- 
sary for war and peace, and we can prepare for peace 
while working hard for victory. There need be no real 
conflict between the two. Those viewing the situation 
realistically wil! find it gratifying to learn that WPB, un- 





deterred by the restraints and hedges thrown around its 
reconversion planning, has proceeded to work out a com- 
plete program for reconverting 40% of the nation’s in- 
dustrial facilities after Germany’s defeat, an action plan 
designed to pick up where the recently announced pro- 
cedural measures leave off. 


SCARCITY ECONOMICS ... So far as the Farm 
Bloc in Congress is concerned, the idea of an economy of 
abundance is a good thing only if it does not apply to 
agriculture. Manufactures, they submit, should be low 
in price because that stimulates mass consumption. The 
theory, of course, is equally valid for farm produce. Un- 
der specious Farm Bloc arguments, however, the present 
inflated farm prices—which the Bloc wants to see go still 
higher—are a good thing for the country “because the 
farmers can buy more manufactured goods, and anyway 
consumers (look at war plant wages!) can afford to pay 
the higher prices.” 

As there are less than 10,000,000 people engaged in 
agriculture and as there are at least twice that number 
of consumers whose disposable incomes are less than be- 
fore the war, the grotesque falsity of Farm Bloc conten. 
tions should be obvious. 

What is the right price? The right price, as we see it, 
is a price low enough to encourage high and steady con- 
sumption; high enough to yield adequate profit to eff- 
cient producers; but not high enough to induce high- 
cost producers to glut the markets. From the point of 
view of our society as a whole, we see no more reason 
why inefficient, high-cost farmers should be carried at 
public expense than why high-cost manufacturers should 
be subsidized. 

By the above test of what is the right price policy, 
much of the farm program imposed upon the Adminis- 
tration by Congressional legislation is untenable. For 
instance, Congress required the War Food Administra- 
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tion to “support” egg prices at go per cent of parity. The — Ruma 
results undeniably prove that the support price is too ftion fro: 
high, for today the WFA has the fantastic amount of over framp, a 

$100,000,000 worth of storage eggs on its hands, much flency o: 
of which will go to waste. On the other side of the pic- fineasy 


ture, consumers in New York City are required to pay 
64 cents a dozen for “‘best, fresh, white eggs,” which often 
have been in storage so long that buyers find a goodly 
percentage in each carton rotten. The writer of this 
editorial knows personally of several families which sim- 
ply have stopped buying eggs, not because of high price 
alone but because of high price combined with interior 
average quality. 

As another example, we see Senator Bankhead ma- 
neuvering for still higher cotton prices—yet much of our 
foreign market for cotton has been lost by high prices 
and more of it will surely be lost; while just recently 
two of the largest cotton textile concerns in the South 
announced they were shifting permanently from “polit 
ical” cotton to unpolitical rayon. The higher the price 
of cotton has gone, the more pressure the Southern farm- 
ers have felt to get away from dependence on cotton and 
go in for more diversified agriculture. As we note these, 
and other instances, of the workings of Farm Bloc policy 
we sometimes wonder whether the politicians have actu- 
ally served the interest of the farmers at all, though we 
grant that they honestly think they have. We are fairly 
sure they have not served the interest of our people as 
a whole. Such a policy eventually must defeat itself. 
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Ir is becoming daily clearer that Germany’s situation 
has gone beyond retrieving; the multiple defeats she 
suffered in recent weeks leave no doubt that the end is 
in sight. : 

German collapse, therefore, is now measured in weeks 
and it seems that enthusiasm does not altogether dictate 
that verdict, in view of the disintegration of the Ger- 
man position in the Balkans and the speed of our ad- 
vance in France. 

Since mid-May, German fortunes have been failing 
fast; the most recent dramatic events, east and wesi, 
were merely the latest in a long series of blows and Ger- 
many is now caught in one of the swiftest military re- 
versals in history. 

Three months ago, she still boasted of elaborate shore 
defenses to repel invasion. One month ago, she seemed 
tohave the Allies bottled up in Normandy. Today, her 
defenses everywhere are crumbling. 

Paris has been liberated and probably three-fourths 
of France has already been wrested from German con- 
trol as the speed of the Allied striking force prevented 
any effective stand of the enemy south of the Seine or 
Somme rivers. Besides, our amazingly successful landing 





in Southern France and its swift exploitation would 
have doomed such a 
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THE END IN SIGHT 


BY ROBERT GUISE 





The great military defeats, especially in France, have 
cost Germany heavily in men and materials, losses which 
she can ill afford because they are largely irreplaceable. 
She also lost much space, including valuable natural de- 
fense positions, and with the space have gone resources, 
the oil, grain and foodstuffs of the Balkans, France’s 
farms and factories, the fertile acres of Eastern Poland 
and the Baltic areas. 

Reeling from these blows, the Germans—barring un- 
conditional surrender—can do little more than retreat to 
their innermost lines of defense, that is to the Maginot 
and Siegfried lines in the West and to a drastically short- 
ened defense position in the East after swift evacuation 
of much of the Balkans, a move which may not be far 
off. While in France, they may attempt a stand behind 
the Somme to bar a quick overrunning of the Low Coun- 
tries, our thrusts may already have foiled such a possi- 
bility. 

The very speed of action on all fronts is greatly whit- 
tling down German hopes of gaining time, time for pro- 
longing the war into the winter, time during which they 
might, somehow, stave off utter defeat. Time is now 
with the enemy but events are now moving with such 
speed and decision that time has become a doubtful 
ally. It is therefore 
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questionable wheth- 
er systematic con- 
traction of fronts, 
the shortening of 
difficult communica- 
tions, the trading of 
still available space 
(shrinking rapidly) 
for time can give 
the enemy a breath- 
ing spell, a chance 
to regroup and re- 
organize for a last 
ditch defense of his 
inner citadel. More 
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ready lost the power 
to prolong the war 
into the winter. 
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n three days. rope, the war’s end 
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| Russian offen- Everywhere in France, the Allied liberators are welcomed enthusiasti- question of time 
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tral and north- 
m sectors of the Russo-German front, the latter already 
rowding East Prussia and encircling the Baltic areas 
ill held by the Germans. And all the time, in this at- 
losphere of failures, intensified bombing of Reich 
ities and industries is taking its toll while inside Ger- 
hany, internal schisms are bound to grow despite se- 
rest repression. 
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imponderables —_as 
German morale factors and readiness to continue the 
fight once Allied armies have crossed the German hor- 
ders, despite our enormous superiority in men and 
weapons. Whatever stratezy the enemy chooses, it can 
be merely one of desperation; while he must be certain 
of his doom, all he can do is to try to delay the inevitable. 

Quick and decisive success in (Please turn to page 588) 
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Projecting Security Trends 


We do not expect that the July highs in the averages will be bettered any time 
soon; and even should there be a "victory celebration" spurt in the market we 
would regard it as an enhanced opportunity for selective investment selling. 


SY A. “fF. 


Within the fortnight since our last previous analysis 
was written, the war in Europe took giant strides toward 
the end. There is no need to detail them here. Events 
in France and the Balkans are moving very fast as we 
write this, and before you read it more sensational good 
news from the Western and Eastern fronts very likely 
will have been flashed to the world. 

However, the Germans still are not pushovers any- 
where except where they were spread very thin, as in 
Southern France. Their losses are cumulatively heavy, 
but where they have concentrated strength they resist 
doggedly and, if beaten, retreat in good order. In France 
thus far, as was long the story in Russia, they have man- 
aged to get the bulk of their troops and equipment out 
of the “traps.” They will make a formidable fight to 
hold the northeast corner of France and the Low Coun- 
tries—on some of the battlefields of World War I—and 
an even grimmer fight for Festung Germany itself. Thus, 
unless there is a revolution at the top, the actual Euro- 
pean D Day that we all await so hopefully may be sev. 
eral months, rather than a few weeks, distant. 

What are the stock market implications of the current 
developments and of the Nazi defeat that is as sure as the 
sunrise but still uncertain as to even approximate timing? 

It is evident that by now the market is substantially, 
perhaps even completely, conditioned to the idea of 
early peace in Europe. Whenever it comes—even if it 
comes next week through internal explosion—it can be 
no real surprise. Hence, if the averages remain in the 
recent restricted trading range or a range only mod- 
estly broadened, military news itself can hardly induce 
important declines. We believe continued limited move- 
ment is likely over the near term. 

However, quite a few market analysts have a different 
view. They rather expect the market to stage a sharp 
victory celebration beginning shortly before or after the 
big news comes, and perhaps carrying the industrial 
average to or a bit above the 155 level. We doubt this 
prospect, but concede it is quite possible. Should such 
a spurt develop, we would regard it as untenable and 
due for a short life—hence as an enhanced opportunity 
for selective investment selling. It would establish the 
technical vulnerability that the market for the present 
seems to lack. In this connection, it should be borne in 
mind that, due mainly to transient technical factors, the 
initial market reaction to big news events, especially 
those that have been long awaited, is very often an un- 
reliable indication of the intermediate—or major—trend 
that is in the making. 

For the present we have an “indeterminate” market— 
a market without clear-cut bullish or bearish convictions. 
Unable to continue the summer advance beyond mid- 
July because of increasing selling pressure and waning 
demand, the Dow industrial average reacted from re- 
covery high of 150.50—which, incidentally, had bettered 
the high of 12 months earlier by only some 3.2 per cent— 
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to 144.90 on August 9. Next came a rally to 148.96 o 
August 18, stopping short of the previous high, followed 
last week by moderate, low-volume reaction. This July 
August trading range of barely more than 5 points cap 
have scant meaning even for speculative traders unt 
either the July high or the August g low is broken. 40h 

Ignoring the minor fluctuations, which are always e 
ceedingly tricky, there are, of course, some plausible af 73/= 
guments that can be, and are being, made for the bul 
side. It is pointed out, for example, that the Dow in 
dustrial average was higher than now even in such year 
as 1938 and 1939 and that therefore it is low rather thar 
high in relation to present business volume and eam 
ings. Because it is at a moderate level and because ther 
is a reasonable basis for anticipating a post-transitio 
prosperity period, this view holds that present prices ven 
largely discount the coming period of reconversion defi 
tion. Since everybody has long known this is coming 
the mind of the average investor is held to be conditioned 
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(0 it, just as it is conditioned to the end of the war in 
Europe. Those who hold to this view conceive that the 
ecent reaction low of 145 may hold more or less in- 
definitely and would be surprised to see the Dow aver- 
fege go significantly below 140. 
It is an interesting perspective and certainly worthy 
ff consideration, especially in its psychological aspects. 

evertheless, the writer does not agree with it. 

To begin with, it is overly generalized. The Dow in- 
iustrial average is not the stock market but only go 
prominent” stocks. The great majority of stocks—espe 
ally the more speculative issues in which the bulk of 

e bullish interest and buying have centered for the 
bast 28 months—are not under 1938 or 1939 highs. On 
he contrary they are above all levels back to 1937 (when 
he majority of stocks, as all now know, were far over- 
briced on earnings), and not a few of them are above 
937 highs. 

Therefore, the market as a whole—and particularly 
he individual stocks which have been most aggressively 
bulled since April, 1942—is not at the “moderate” level 
ited in the bullish argument heretofore summarized, 
but instead is at a quite advanced level. 

To translate the bullish view into action, one must get 
lown to brass tacks and select stocks. What stocks are 
ow in relation to highs of 1938 or 1939—or 1937? Those 
lat most readily stick out are steels, aircrafts, building 
ocks (with a few notable exceptions), rail equipments, 
lon-ferrous metals, railroads. Obviously there is some- 
hing the matter with them—or the average investor 
Blinks there is—or they would be higher. The fact that 
hese, and other laggards, arc semi-depressed enables the 
bull to argue—speciously, so far as its implication goes— 
at the Dow averages have not reached an untenable level. 
| Were this year’s highs “moderate” in automobile 
Pr ks, accessories, farm equipments, department stores, 
pt lines, amusements, dairy products, drugs and toilet 
ticles, food brands, mail order, meat packing, oil, 
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radio, soft drinks, tires? It is debatable, to say the least. 
Some may well be reasonable on prospects, but we are 
talking here about levels in the price cycle—about how 
much or how little the market has gone up. 

Next, we question whether investors and speculators 
can be as fully conditioned to the coming decline in 
business activity and earnings as they are conditioned 
to the military end of the war. True, both have been 
long expected; but there is an important difference be- 
tween them. The end of the war is an instant matte:. 
One day we have war in Furope, the next day it is over. 
Even should the German army disintegrate, rather than 
capitulate, the termination process could not spread 
over many weeks. In contrast, the transition deflation 
will run for some months at best. There is bound to be 
very large unemployment and resultant social-politica! 
stresses. Taxes are unlikely to be promptly reduced. 
There will be a substantial decline in average corporate 
earnings, even though moderated by the tax cushions. 
In quite a few industries the profit margins per dollar of 
sales—now indeed very “sweet’—will point downward. 
We shall have, in short, a rather trying time—perhaps 
for a year or fifteen months—in which the visible mani- 
festations will give the stock market little, if anything, 
to enthuse about, and during which many millions of 
people are going to feel anxious or insecure. 

Labor costs are going to remain high and Government 
controls are going to continue—continue at least long 
enough to squeeze net profits as volume shrinks. If the 
environment is to be substantially as sketched here, are 
the stocks that have made this bull market what it is 
going to go on sailing up in further discounting the ex- 
pected post-transition prosperity which the favored 
stock groups have already so extensively discounted? 
We doubt it. If not, will the aircrafts and the now semi- 
depressed heavy industry shares in general be ready to 
take the ball? It remains to be seen. 

—Monday, August 28. 
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REGIONAL POLITICAL STRUGGLE 
To HOLD WAR.-TIME INDUSTRIAL GAINS 
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Tue war has created new industrial empires within 
the United States. Both the West and South, once pre- 
dominantly agricultural and prior to the war holding 
meré “beachheads” on our industrial front, have emerged 
as major centers of industrial activity. ‘They are reso- 
lute to retain and if possible expand their newly-won 
positions with industrial self-determination their even- 
tual goal. 

From the West, particularly, come determined “dec- 
larations of independence” from the industrial East; 
both the West and South are getting set for an econom- 
ic tug of war aiming at permanent emancipation from 
their self-styled colonial status as shippers of raw ma- 
terials to Eastern industries. 

While this aim is not new, past progress in this direc- 
tion was painfully slow. Both regions needed indus- 
tries and it took a war to bring them. Now that they 
have the plants, the tools and the manpower, they find 
within their grasp realization of their most cherished 
hopes. To clinch it, they are willing to put up a breath- 
taking fight that may well change the pattern of our 
whole economy. 

Conversion to war brought about significant changes 
in the geographic distribution of the American people 
and their economic activities. Unprecedented shifts in 
industrial location, migrations involving several million 
persons, and broad changes in the potentialities of vari- 
ous areas have occurred. The over-all shift from areas 
of relative loss to relative gain in economic importance 
affected from 2% to 5% of our total economic activity. 
The net shift in civilian population represents about 
2% of the total or some 2.5 million persons while that in 
income payments amounts to nearly 5% of the national 
total or over $5, billion. 

At the same time, the center of gravity of American 


544 





gman 
pok at 
anslate 
‘Both 
ae 
an 1m 
mized 
he pri 
) ici 
Unlike 
ert to 
mits, | 
meatly « 
ponom 
ich as 
ards an 
ablished 
ert; not 
stribut 
m. 
le West 
5 of tc 
hey tur 
wer, the 
roducts 
‘This in 
rmidab 
ow can 
illion 
The a 
<< ) supp! 
oes hanufact 
Monsanto Chemical Photo By its ra 
KRAUSS 
anadia 
dsout 
economic life has shifted markedly westwards and soutlir far-ea 
wards. This is clearly indicated by the dramatic rise ifhe We 
relative importance of the Pacific, South-Atlantic anflopes fo 
East-South-Central regions, and by the relative declinfhe domi 
of the populous Middle Atlantic areas. On the wholdnd there 
these mutations represent acceleration of long-terfhy Asia 
trends and therefore cannot be viewed as merely tem What 
porary phenomena of a distorted war economy. ‘Tfhen, are 
the West and South, it means a windfall greatly speeqftitive 
ing their march of progress and permanent developmenfies. TI 
Fully realizing this, they are prepared to make t® encour 
most of it; hence even today, still in the midst of waffaiser b 
the battle for retention of their war-time gains is omeel mill 
While it is a battle against great odds, those who leafngeles, t 
the fight are convinced that they can win. eel plan 
There is much to support this viewpoint. Into tigere. L 
areas involved, the Government has poured tremendomant Cc 
sums of money for new plants and machinery. Raw m@k stee 
terials resources were developed and tapped, and negon in 
natural resources discovered. Workers by the hundrefffically 
of thousands migrated to the new production centers ampast. F 
many will want to stay. The post-war era thus will figtture o 
these new industrial centers equipped with all the requoduct 
sites to give them a vastly greater potency in their fig to t 
for markets. And it is markets, primarily, that 3 ising po 
needed to complete the recipe for post-war prosperitfbitive i 
to occupy the new industries built for war and use thegtgh grij 
successfully for peace. ¢ long p 
Just now, these areas are in the midst of a great boog®%, and 
and everyone is wondering about the permanency (842 im 
their mushroom growth. Some have been called proj™ supp 
lem areas but local leaders are determined to convegversha 
problems into progress. Their answer is that the n¢ pel indus 
industrial empires are here to stay though their futugétesium 
may be hemmed with numerous economic, political a! 
TEMB 
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man uncertainties. To examine the prospects, let’s 
k at what they have to offer, and how they plan to 
gnsiate hopes into realities. 

Both South and West, the most common central goal 
| post-war planning admittedly is employment rather 
n immediate big profits though profits are fully rec- 
nized as the lifeblood of progressive free enterprise. 
he principal preoccupation therefore is to keep their 
Eicilities busy after the war. 

Unlike the rest of the nation, the West did not con- 
to war. Its basic pre-war industries such as food- 
ufs, lumber, copper, petroleum, shipping, etc., were 
tly expanded by war but on top of this enlarged 
gnomy were superimposed entirely new industries, 
ich as magnesium, aluminum, synthetic rubber, ship- 
ards and aircraft plants. Most of these do not have es- 
blished peace-time products to which they can recon- 
et; nor do they have established brands, sales forces, 
istribution experience and outlets to which they can 
sturn. Thus while the East can talk of reconversion, 
ie West cannot. The great bulk of its industrial facili- 
s of today simply did not exist before the conflict. If 
hey turn to civilian products when the war boom is 
wer, they must find customers “from scratch” for new 
oducts which they neither made nor sold before. 

This in its essence is the problem of the West, and a 
midable one. How does it intend to cope with it? 
fow can California, for example, furnish work for the 
illion newcomers, many of whom would like to stay? 
The answer is that the West’s ambition is not only 
supply the needs of its own 514 million people with 
hanufactured articles, becoming self-sufficient for almost 
ll its raw materials in alliance with the undeveloped 
anadian Northwest, but to reach boldly for southern 
d south-western markets, and more important perhaps, 
soutlfor far-eastern export markets. It is on the latter that 


rise ifhe West pins its main ie, 


Photo 


ic alfopes for “liberation” from 


try. Here the Coast has a big stake, and abundant low- 
cost water power. While capacity is now excessive and 
the extent of post-war demand uncertain, the West 1s 
bound to share importantly in post-war output. When 
orders for military airplanes fall off, the aircraft industry 
with its great number of workers skilled in light metal 
work could easily try its hand at a wide range of light 
metal products. Whether it will or not may not be ex- 
clusively up to the industry. Most of the light metal 
plants and the bulk of aircraft facilities and shipyards 
are Government owned and final decision regarding 
their disposal will be of momentous importance. 

Before the war, California was dving a prominent 
business in the manufacture of tires, furniture, electrical 
appliances, pottery and other things. Great expansion 
of these lines, partly for export, is anticipated and the 
state also expects to become a center for automobile as- 
sembly for local and export sale. 

But not all hopes rest on new industries. Great things 
are expected from timber and laboratories of lumber 
firms contain many radically different products with 
new marketing horizons. There are new uses for ply- 
wood, chemicals, plastics and alcohol from wood wastes, 
sawdust fuels and other novel developments, not to 
forget the fascinating field of petroleum chemistry. Air- 
craft makers concentrate on new commercial planes and 
consider branching out into prefabricated housing and 
consumer durable goods. Shipyards may take up hous- 
ing and furniture making. 

Whatever the uncertainties, west coast planners are 
convinced that the sheer size of trans-Pacific potentiali- 
ties renders foreign trade a major asset, one ultimately 
capable of supporting many of its new citizens and per- 
mitting even further inmigration. They stress their 
need for manpower to realize their ambitions, well 
knowing that lack of it in the past often proved a serious 

handicap to economic ex- 
pansion. Without manpow- 


declinfhe domination of the East, AP er, the wealth of available 
wholdind therefore plans for sell- ig - aa Poa productive machinery would 
1g-terl g Asia are well advanced. <a ZEN? be useless. 

ly tem What the West needs, ay Ld. hey further realize that 


y. ‘Then, are efficient and com- 
| Speefetitive peace-time indus- 
pmelfies. The Coast felt great- 
ike ti encouraged when Henry 
of walfaiser built the Fontana 4 
_ is omeel mill just outside Los 
10 lewfingeles, the first integrated 

eel plant ever to operate | 
nto tere. Later, the Defense 
endomnt Corporation under- 
aw m@0ok steel plant construc- § 
ad negn in Utah which would 
indreqgically feed towards the 
ers angast. For decades, manu- 
ill fingcture of any fabricated 
e requgoduct on the west coast, 
sir figgte to the working of the 
hat apsing point system for eastern steel, was virtually pro- 
)s perit bitive in cost. Now the West feels free of the “Pitts- 
se theggh grip.” Steel is considered a strong prospect for 

¢ long pull, with western capacity now increased over 
it booge7, and steel men are hopeful of eventually develop- 
ency #4n important business with China and Russia, apart 
d prom supplying their own local needs. 
convgVvershadowing the potentials of the new western 
he negtl industry are the two light metals, aluminum and 
- futupegnesium, now feeding the West’s huge aircraft indus- 
ical al 
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Southern and Western shipyards, now ringing with activity, 
face an uncertain future when war orders cease 


all these rosy plans will re- 
main largely visionary with- 
, out determined action along 
practical and political lines. 
We have already seen how 
the West has freed itself 
from the basing point sys- 
tem of the steel industry. 
The next goal apparently 
is to obtain a more equitable 
railroad rate structure and 
western legislators are vigor- 
ous supporters of adminis- 
tration proposals to lift the 
restrictions imposed by pat- 
ent pools. Both the West 
and South ardently support 
the Government’s anti-trust policy, feeling it will help 
in the development of their areas. Transportation rates 
are naturally regarded of paramount importance; at 
present rates, the West contends, it cannot ship manu- 
factured products east or south at anything comparable 
to the lower rates benefiting products originating in the 
East. 

Little wonder, then, that Washington, which looks for 
political motives in every Administration action, sees an 
unusually astute move in trust buster Wendell Berge’s 





Todd Shipyards Photo 
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Aircraft plants of the Far West, such as this ultra-modern 
Consolidated-Vultee plant, anticipate a 95% contraction of 
business after the war 


attack on the “railroad monopoly.” The West and 
South were named by Mr. Berge as the regions which 
the railroads’ practices “have relegated to the status of 
colonies supplying raw materials to the industrial East.” 
Both have long been clamoring for more favorable 
freight rates and needless to say, both wholeheartedly 
support Mr. Berge’s contention and intentions. 

Other western moves in the political field include sup- 
port for post-war continuation of lend-lease, opposed by 
the East. The matter is already a fighting issue and 
will get hotter. Recognizing how lend-lease can facili- 
tate the West’s entry into the Asiatic market, they realis- 
tically turn to the Government. They are also plugging 
for shipping subsidy in the post-war far-eastern trade 
and for liberal reconversion loans to facilitate trans- 
formation of western war industries. In short, the West 
largely relies on a helpful Government for realization 
of its ambitions. This holds particularly true when it 
comes to war plant disposal policy. 93% of plant ex- 
pansion in the aircraft industry, 96% in the ship build- 
ing industry and go% of all magnesium plants plus the 
bulk of aluminum plants are Government owned. What 
will happen to them after the war depends on the Gov- 
ernment’s attitude. The West is striving hard for a 
policy permitting peace-time use of these facilities to 
build up western industry, and for Government financial 
help to facilitate it. All along the line, the Government 
is very much in the picture, running through the entire 
fabric of the West’s blueprint for its future. It is a fact 
not without important political connotations. 

Western interests are extremely active in securing 
that support. In the field of economic demobilization, 
pressure is great to achieve what is called a better na- 
tional economic balance; that is, decentralization of 
heavy industry and greater industrialization of the West 
and South. War plant disposal is chosen as one of the 
principal avenues leading towards that goal. More- 
over, western legislators give active support to the idea 
of railroad rate structure revision, anti-trust policy, pat- 
ent law revision, attack of the basing point system, claim- 
ing that only along such lines lies hope of assurance of 
a bright future. While disclaiming any intention to 
hurt or disorganize the East (what benefits the West 
benefits the nation), they insist on their share in pro- 
duction commensurate with the West’s natural resources, 
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+» 
on the means of attracting more population to the Wes’ . 
and keeping it there, thereby relieving the overcrowded,” , 
East. ys. 

But, obviously, the West faces tremendous problemsfy 
militating in many ways against speedy industrial def» 
velopment and eventual industrial independence. Aj" 
major question is whether it can support economically a 
steel industry without which all these ambitious plans 
would come to naught. The East, in this respect, 1s in. 
clined to skepticism but the West, always optimistic, is 
willing to stake all on the future of Coast steel. 

In all this, the South is no mere spectator but rather 
an interested collaborator, having felt equally frustrated 
for years. Today, the South nurtures similar hopes and 
dreams, faces similar problems and is equally willing to 
work hard to gain its ends. 

While war-time expansion down South has been leg 
spectacular, it has also been perhaps along somewhat 
more solid lines. With its long-standing need of ind 
trial expansion and diversification, the war is presenting 
unusual opportunities. 

At the onset of war, the framework of southern in 
dustry consisted primarily of a well-diversified system 0 
large industries such as tobacco products, textiles, irom 
and steel, paper and pulp, and chemicals, widely di 
tributed throughout the southern region. Great nat 
ural resources combined with cheap labor have beenim 
important drawing factors for industry and availability 
of electric power plus fair transportation facilities proj 
vided an exceptional basis for economic balance, aided 
by agriculture. Hence before the war, the South haji 
to the largest degree benefited from the national trend 
towards decentralization of industry. 

The war, meanwhile, created new and promising op A Su 
portunities which the South is eager to retain and ex 
pand. Texas is rapidly becoming a center of the chem 
ical industry, is an important producer of high-octane 
gasoline and synthetic rubber. Ship building, ma H 
chinery and equipment manufacture, magnesium anigVNE n 
tin smelting are other prominent fields of war-timeftion of t 
activity. To a large extent, the whole southwesternpcasion 
region appears destined to go along with Texas, havingWar prep: 
the same resources and receiving similar benefits from formous 
war production. truction 

One of the region’s greatest needs is in the produc hall also 
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WHERE OUR EXPORTS CAN 
BE PAID FOR IN CASH 





Harbor at Sydney, Australia, by Cushing 


 of4 Survey of Buying Power Already On Hand In Various Countries 
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1 an(@VNE may just as well open this story with the reitera- 


r-timeftion of the statement made in these lines on many an 
estermpccasion that the United States will emerge from this 
1avingwar prepared better than any other country to relieve the 
- fronttormous shortage of goods created abroad by the de- 
truction of war and the postponement of trade. We 
roducpiall also be in a better position than anybody else to 
e588] ielp in raising the world standard of living when the 
_ ~ Bghting is finished. 
With the exception of Canada, the wear and tear on 
bur industrial plant has been less than in any other lead- 
g industrial country. Our productive capacity has 
en vastly expanded, perhaps doubled, and the output 
four farm products and raw materials has gained con- 
iderably. All in all, the circumstances favor a great ex- 
ansion of our exports above the pre-1939 level and 
lany economists are inclined to accept the estimate of 
pr post-war exports reaching $7 billions a year, made by 
4¢ Department of Commerce some time ago on the basis 
a projection of our pre-war trade. 
However, there is a hitch in this otherwise encourag- 
picture. It has to do with a supply of dollars neces- 
ty to pay year after year for exports of the size that the 
partment of Commerce study visualizes. One thing 
ay be granted and that is that people abroad, just as in 
us country, have accumulated during the war huge 
quid resources in cash, bank balances and war bond 
dings with which they expect to pay for the goods 
ty will need. But the collapse of certain currencies 
ich now seems inevitable—of the French franc, the 
lian lire, the German reichsmark, the Japanese yen and 
t Chinese yuan—will drastically reduce the purchasing 
bwer locked in these currencies. In the countries 
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where the currencies are likely to retain their pre-war 
purchasing power, the holdings of dollars and gold, to- 
gether with the earnings of dollars from the current sales 
of goods and merchandise to us, may be insufficient to 
permit a free transfer of the wartime accumulated pur- 
chasing power into our goods. This is likely to be true 
for Great Britain, some British Dominions and the Latin- 
American countries. 

Many people, therefore, question the chances for a 
two-fold expansion of our exports which in fairly pros- 
perous years, 1936-1939, averaged about $3 billions a 
year. They underline the impoverishment of the world 
in general and the difficulties facing Great Britain in 
balancing her international accounts after the war. They 
say that the only countries which will have an ample 
supply of dollars or gold to satisfy their post-war re- 
quirements will be the neutral countries which have 
amassed huge gold and foreign exchange reserves, a few 
Latin-American republics, such as Argentina, Cuba, 
Uruguay and Venezuela, and large producers of gold, 
such as South Africa. 

In this connection a statement made in a study on 
post-war trade by the Department of Commerce is often 
quoted: the United States while exporting on an average 
some $2,500 millions of goods a year in the 1933-1938 
period, lost annually some $750 millions of business be- 
cause of the inability of foreigners to find the necessary 
dollars or gold. Consequently it is claimed that the ex- 
ports of $7 billions a year could materialize only if we 
finance a part of these exports through credits or long- 
term loans and, if, in addition, we lower our tariffs. 

As always, the truth can be found somewhere in be- 
tween the two views. We shall unquestionably have after 
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APPR OXIMATE DISTRIBUTION OF CERTAIN DISCLOSED 
GOLD AND DOLLAR (FOREIGN EXCHANGE) 
RESOURCES OUTSIDE OF THE 
UNITED STATES 





(In Millions of Dollars) 
End of the year: 1939 1941 1942 1943 
7 a ot CA. as 
old and Foreign Exchange 
8) Central banks........+sseeee 860 1,100 1,560(a) 2,710(a) 
b) Commercial bank holdings and 
U. S. dollars in circulation..... 50 90 200 300 
2. STERLING AREA (outside of U.K.) 
a) Disclosed old reserves in 
central banks. ...cesseceeeees 620 730 990 1,070 
3. NEUTRALS (Sweden, Switzerland 
Spain, Portugal, Turkey and Iran} 
a) Reported Gold and foreign 
@RERBRDO «oo ccccccecccccccee 1,180 1,700 1,950 2,450 
4. FRANCE, NETHERLANDS, BELGIUM 
Reported gold reserves only...... 4,010 3,310 3,240 3,230 
5. HUNGARY, ROUMANIA, DENMARK 
Reported gold reserves only...... 23 250 310 380 
6. CAISSE CENTRALE de FRANCE LIBRE 
Gold and foreign exchange...... —_—_- 50 100 
Total of above......scesseeee 6,950 7,180 8,300 10,140 


(a) Pound Sterling resources accounted for about $150 millions at the end of 
1942 and for about $400 millions at the end of 1943. 




















the war much larger exports than prior to 1939 without 
necessarily revising our tariff or making huge loans, 
such as visualized in the proposals for the International 
Stabilization Fund and the International Bank for Re- 
construction. This is principally because the United 
States is spending such vast sums of dollars abroad now 
—for the imports of merchandise, on the building of air 
and naval bases and as spending of the individual G.I. 
Joes—that it may not be necessary to lend as much money 
as many people anticipate after the war to help the 
foreigners to pay for our goods. 

In this connection, the National City Bank came out 
in its monthly letter for August with an estimate that the 
United States is having at present an unfavorable balance 
in its cash international payments of at least $3 billions a 
year, and that as a result foreign gold and dollar hold- 
ings are growing annually at the rate of about $4 bil- 
lions, since most of the newly produced gold is now be- 
ing retained abroad. The Bank also estimates that foreign 
owned liquid resources—gold and short-term banking 
balances in this country—will have reached some $22 
billions by the end of 1944. In addition foreigners are 
estimated to hold about $3 billions in American stocks 
and bonds which could be readily used for the purchase 
of our goods and some $3.5, billions in direct and other 
investments in this country, which would be more 
difficult to liquidate. 

The growth of the most readily usable funds which 
the foreigners have in this country, earmarked gold and 
banking deposits, in the period extending from 1939 to 
March 1944, is shown in the accompanying table. The 
total for June 1944 would be about $9.5 billions, as 
compared with about $4.3 billions as of the end of 1939. 

According to the National City Bank estimate then, 
foreign countries other than Soviet Russia will have by 
the end of 1944 at least one and a half time as much gold 
and dollars as they had at the time of Pearl Harbor and 
about four times as much as they had at the end of the 
First World War. However, not all of these funds are 
likely to be spent for goods and services from the United 
States. On the other hand, foreign countries will con- 
tinue to receive dollars or gold for our current pur- 
chases of their goods and services which are likely to be 
considerably larger than prior to 1939, since we too will 
be spending abroad a part of our huge liquid resources 
accumulated during the war. 
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As the situation appears, the problem is not that of the 
lack of funds with which the foreigners may buy ow 
goods after the war, but rather that of the distribution 
of these funds. Our wartime spending has only in, 
few cases favored those countries where the destruction 
has been severe and where consequently the shortages of 
goods will be the greatest. The situation in those coun. Ar 
tries will unquestionably necessitate relief and _ large Bo! 
loans. Thus the countries of Southeastern Europe, the Ch 
world’s No. 2 distressed area, may require financial a Col 
sistance of at least $1 billion to provide necessary ray 
materials and factory equipment. Compared with South Ecu 
eastern Europe or Poland, Argentina or South Africa 
are literally bulging with funds waiting to be spent fo Uru 
goods. Ve 

According to the National City Bank estimate, about 
$18.6 billions of gold and foreign banking funds wer 
held outside of the United States (and Soviet Russia) 
of the end of 1944. With the information lacking as t 
the gold and foreign exchange (dollar) holdings of suct 
important agencies as the British Equalization Fund an¢ 
the Canadian Stabilization Account, on the considerabk 
gold and foreign exchange holdings of China, not ty 
mention Germany, undisclosed gold holdings of which 
were put before the war at 1 to 2 billions of reichsmark 
about $34 billions), it was possible to account in th 
accompanying table for only about 60 per cent of th 
total of about $18 billions. 

As will be seen from this tabulation, the largest in 
crease, as compared with 1939, has taken place in Latit 
America. This is natural in view of our large purchas 
of its products and our wartime investments there. 
of the end of 1943, Latin America’s gold reserves an 
foreign exchange holdings, including some _blocke 
pound sterling assets in Argentina and Brazil, reache 
roughly $3 billions. Increasing at the rate better tha 
$1 billion a year they will unquestionably exceed $ 
billions by the end of 1944. At the end of the Fir 
World War Latin America held only about $700 mi 
lions in dollars and gold. 

Table III makes plain that the wartime increases i 
gold and foreign exchange holdings in Latin Ameri 
vary greatly from country to country. By far the large 
absolute increase has taken place in Argentina’s hol 
ings. When the embargo was imposed on the shipme 
of gold to that country recently, it was estimated th 
Argentina had around $1.5 billions in gold and forei 
exchange reserves. Roughly about one third, or abo 
$500 millions, represented gold held abroad, chiefly i 
the United States. 
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THE TREND OF U. S. GOLD HOLDINGS 
AND FOREIGN GOLD AND DOLLAR 
RESOURCES IN U. S. 
(in Millions of Dollars) 
Dec. Dec. Dec. Dec. March June 
1939 1941 1942 1943 1944 1944 
U. S. GOLD HOLDINGS 17,644 22,737 22,726 21,938 21,600 21,173 
FOREIGN GOLD AND BANKING 
RESOURCES | . & 
1) Earmarked Gold...... 1,163 2,215 2,674 


2) Deposits of Foreign Gov. 
and Central Banks 
8) in Federal Reserve 


geen. {sae 


3,477 3,542 3,712 


06 1,512 


114 8 1,564 
7194 1,220 1,587 1/999 } 5,538 


2,055 2,049 5,538(0 


—_———— i 


8,631 9,084 
a) April 1944. 
Compiled from the figures published in Federal Reserve Bulletins. 
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GOLD AND FOREIGN EXCHANGE HOLDINGS 
OF 20 LATIN AMERICAN REPUBLICS 
(In Millions of Dollars) 
Central Banks | Commercial Banks 
or Governments (incl. $ in circul.) 
End of 1939 39 
RIGRN UNA «5:06 5 ccidisie‘eoie 517 1,221 4 45 
BEOLUIA ar 6/a¥ereiols’ clove’ sverece 5 23 1 2 
SURI 3 Ve ocr slats wala eisiexti® 67 536 eon 8 
NPRM cisic ws eietn bianisin's aioe 36 73 6 Z 
GTOMNEED S's) cl ordiasce'na3 26 113 —— 2 
BOURDON si orcisre/eisie¥c eines 3 22 a aa 
MBGMON = 6.6) di 4sé-s'ai0isto 1 8 — —- 
DOME o 6 oss cs sistevcwere 19 35 9 9 
MISTING s. o35'0/6 aie. c'cteereece 75 198 — — 
NV QIIG@ZUGIN 650: 6's/5.c:0:0's:s' 52 101 — 14 
COs RICR o)s:s4s:0.cesi6 2 15 — — 
SS Re eres —— 45 22 174 
RRUMURWIBIR o.6) 6 5i553:60s10%0:0'0 3 30 —— — 
PRM e alors: ois eis oeicinniews 3 8 — —_— 
PIONMOUNES s s76:6:0:0.0is'osve's'e 1 2 — -—— 
WADUIOO oo obs sido siiveicers 34 240 — — 
INEMERUR S666 ccc soceee 2 — wae 
UL COS eee — ee 4 25 
Santo Domingo ....... oa 13 — — 
BANVRCE 5 oals':s-0oeoinvecas 8 14 1 4 
Natale cccsicceassitas 860 2,705 41 288 
After the National City Bank compilation and other sources. 

















The wartime accumulation of purchasing power in 
Argentina, as represented by the increase in note circula- 
tion, and in bank and savings deposits from 1939 on, 
amounted to about $1 billion. Considering that gold 
and foreign exchange holdings increased by about $700 
millions in the same period, it is quite clear that most 
of the wartime accumulated purchasing power could be 
transferred abroad if necessary. Considering that the 
market for Argentine products is likely to expand, once 
the shipping situation eases and the markets on the Con- 
tinent of Europe are again accessible, the continuation 
of favorable trade balances may be expected. Hence, 
even if Argentina imports after the war expand mate- 
rially, there should be no difficulty in paying for them 
in cash. 

A similar situation exists in Uruguay, though its post- 
war prospects for exports may not be quite as bright as 
those of Argentina, and in Venezuela. The latter coun- 
try has now about twice as large gold and foreign ex- 
change resources as in 1939 and, of course, no foreign 
debt. Cuba is still another case. The Island has built 
up its gold and dollar holdings from about $20 millions 
in 1939 to some $220 millions at the end of 1943. Be- 
cause of excellent sugar crop and large exports of molasses 
and alcohol, Cuba is likely to add some $250 millions 
more during this year. The holdings of gold and 
dollars would have been much higher had it not been 
for a steady liquidation of Cuban debts and the re- 
acquisition of sugar centrals and other enterprises by 
Cuban interests. 

The gold and foreign exchange (mostly dollar) hold- 
ings of Mexico and Brazil, although several times as large 
as in 1939, are much smaller on the per capita basis 
than those of Argentina or Cuba, and probably not 
sufficient to pay for all possible requirements of Amer- 
ican goods after the war. Some pre-war control of 
imports is likely to be reapplied to assure sufficient ex- 
change for the purchases of machinery and other equip- 
ment. Much will, however, depend upon the post-war 
exports of these countries and upon dollar credits ex- 
tended to them. 
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The neutral countries of Europe and Western Asia 
and the large producers of gold (South Africa) con- 
stitute another group of countries with gold and foreign 
exchange reserves greatly expanded during the war, 
which should have no difficulty in paying hard cash for 
their post-war imports from the United States. They are 
increasing their holdings at the rate of about $500 mil- 
lions yearly and should hold about $334 billions in gold 
and foreign exchange by the end of 1944. The trend 
of their holdings since the end of 1939 is shown in an 
accompanying table. 

The $1.6 billions of gold and foreign exchange held 
by Sweden and Switzerland are likely to be more than 
sufficient to finance their post-war requirements in this 
country. Some of the gold, particularly in Switzerland, 
represents refugee funds in the country. This is prob- 
ably also true about Portugal, which has transferable 
resources about five times as large as before the war. In 
June 1944, South Africa held about $850 millions of 
gold and foreign exchange (mostly pounds). Now that 
the foreign debt of the Union has been completely re- 
paid and most of the securities formerly held in London 
repatriated, the resources will grow even faster than 
heretofore. South African purchases in this country 
averaged about $110 millions a year before the war. 

In conclusion the following rough picture can be 
drawn of the post-war outlook for our exports from the 
viewpoint of the changes in the gold and foreign exchange 
holdings abroad during the war: As far as can be ascer- 
tained the countries which have had increases in gold 
and foreign exchange (Latin America, neutrals, South 
Africa, etc.) took about 26 per cent of our exports in 
1937- The countries in which the purchasing power has 
increased during the war but which will unquestionably 
have difficulties in transferring this purchasing power 
into our goods—Canada, Great Britain, India, Australia, 
New Zealand, Egypt and most of other Africa—took in 
1937 about 38 per cent of our exports. As far as Great 
Britain is concerned, the Bank of International Settle- 
ments ventured to estimate in its latest annual report 
that London has accumulated up to March 1943 some- 
thing like $2 billions in dollars and gold. The com- 
bined gold holdings of the Bank of England and the 
Equalization Fund at the end of 1938 were about $3.5 
billions in gold. 

The gold and dollar resources of the continental 
countries (outside of the neutrals and Romania) will 
be definitely down from the pre-war levels, but by no 
means exhausted. France, Belgium and the Nether- 
lands hold about $314 billions in gold and in addition 
there are sizeable dollar balances blocked in this country 
as well as the holdings of the Caisse Centrale, the bank- 
ing institution of the Free French. The countries includ- 
ed in this group took about (Please turn to page 582) 











GOLD AND FOREIGN EXCHANGE HOLDINGS 
OF NEUTRALS AND SOUTH AFRICA 
(In Millions of Dollars) 
Dec. Dec. Dec. Mar. 
1939 1942 1943 1944 
Switzerland......... 629 838 983 1,015 
Oe A ene 385 465 529 556 
MOHONGENS oc cress a 100 427 543 
1 ee 38 144 208 231 
SOA eos caee caeu od 42 42 
eC CCE CET 26 34 92 
South Africa....... 281 638 7158 825 
[oo CARR 1,459 2,568 3,155 
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Under Today’s Tax Ratios 


ev J. 


A CONSIDERABLE percentage of investors in com- 
mon stocks are “wedded” to their holdings. There are 
various reasons for this, operating individually or in 
combination. In many instances present holdings are 
frozen because they were bought at such high prices— 
perhaps in the late ’go’s or near the top of the 1935-1937 
bull market—that they still show sizable paper losses. 

Directly opposite to this are the many instances of 
investors freezing on to profitable positions because they 
are unwilling to pay the income tax or capital gains tax 
on the realized profit. Such investors believe—or hope— 
that it will pay them to wait for still larger paper profits 
and/or eventual reduction of tax rates. 

There are a great many others, however, who simply 
belong to the “old school” of equity investors. They 
want two things from their stocks: (1) regular divdends 
on a good yield basis; (2) capital appreciation, not from 
mere cyclical fluctuation, but through long-term growth 
of the sales and earnings of the corporations in which 
they have invested. 

Let us briefly consider the three points of view on in- 
vestment policy summarized in the preceding paragraphs. 
First, is it wise to freeze losses? No general answer is 
possible. Much depends on the individual stock or stocks. 
If there seems to be reasonable potential for recovery to 
or above purchase prices, retention can certainly be jus- 
tified. But in too many cases these “freezes” represent 
mere inertia or a stubborn pride in the original misjudg- 
ment. Undoubtedly in more cases than not the long-held 
unprofitable positions could be switched to issues offer- 
ing greater present-day promise. This is so because the 
frozen investor can neither avoid the impact of changing 
circumstances adverse to his stock or stocks nor benefit 
from changing circumstances favorable to other stocks. 

A frozen position is a bad thing above all because, 


WILLIAMS 


human nature being what it is, it distorts judgment. 
The frozen investor is not so much thinking about his 
situation as wishing about it, though he is usually un- 
aware of the difference. Especially as we get on toward 
the year-end, it should be emphasized that carefully 
studied switches out of unprofitable stock holdings can 
to some extent reduce 1944 tax liability while at the 
same time offering opportunity to improve one’s position 
both with respect to appreciation potential and income 
yield. 

The reasoning that an investor with goodly paper 
profits can not “afford” to take them because a tax would 
then have to be paid is not easy to refute. None of us 
can foresee the future any great distance ahead and it is 
often quite easy to misjudge even the near-term future. 
It is possible that in time one’s present paper profit may 
become much larger. It is possible that after the war 
there will be lower income taxes, a lower capital gains 
tax. There is even a long-shot chance, not very strong 
as presently viewed, that the capital gains tax on long: 
term holdings may be eliminated. 

But, obviously, there is a very considerable element of 
speculative conjecture in this kind of reasoning. By 
the time taxes are lower, it is quite possible that avail- 
able profits may also be lower, rather than higher, than 
now. The writer would emphasize that a frozen profit— 
frozen because of unwillingness to pay a tax which, after 
all, amounts to no more than a maximum of 25, per cent 
of long-term realized gain, leaving 75 per cent as “vel- 
vet”—carries the same kind of psychological handicap or 
hazard as does a frozen unprofitable position. In such 
a situation it will indeed be a rare investor who is able 
to apply studied judgment to the question of whether 
his stock is still undervalued or not. More likely because 
he has already decided on inaction, he is now wishing~ 
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gather than reasoning—that the profit will continue to 
OW. 
' The most successful investor that this writer happens 
to know—a self-made man of much more than moderate 
wealth—never hesitates to cash profits on stocks held six 
months or longer—if his judgment tells him they have 
qisen to prices which represent over-valuation both of 
present earnings and of reasonably nearby earnings po- 
jentials. He figures that a fat bird in hand is worth two 
in the bush, and does not begrudge the Government a 
per cent share of his gain. Naturally, in psychologi- 
tal respect, a 25 per cent capital gains tax looks much 
more moderate to the eye of a man in a rather high in- 
‘ome tax bracket than to investors in lower tax brackets. 
However, the lowest surtax rate is now 20 per cent, 
jumping to 26 per cent on surtax net income above $4,- 
000, 30 per cent on surtax net income above $6,000, 34 
per cent at the $8,000 mark, 38 per cent at $10,000, 43 
r cent at $12,000, 50 per cent above $16,000 but below 
18,000. These are not “big income” figures but 




















“medium,” at least by former customary definitions. 
Such taxes go a painfully long way in reducing divi- 
dend net income, not only for the rich but quite seri- 
ously even for “middle class” investors. On this point, 
our “old school” investor who is “wedded” to stocks 
bought with first consideration to dividend return is up 
against it. Against this, what are the chances that long- 
term growth will yield great capital appreciation? 

To be brutally frank about it, these possiblities are 
not so great and are commonly exaggerated. The “for- 
tune-building stocks”—those which grew greatly in value 
from decade to decade—were always a minority, never so 
easy to pick when they were on the bargain counter. 
Quite aside from temporary factors, stocks with really 
pronounced “growth” aspects have now become a much 
smaller minority than earlier simply because of the in- 
creased economic maturity of the country. At the mod- 
ern pace of technology and competition, there are fewer 
and fewer “top-dog” companies that can maintain wide 
secular gains against nearest (Please turn to page 581) 
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Percentage Advances From Lows of One Year to Highs of Following Year 
(Fractions Omitted) 
1935 1936 1937 1938 1939 1940 1941 1942 Avge. Total Net Yearly 
to to to to to to to to Swings of Change Avge. 
1936 1937 1938 1939 1940 1941 1942 1943 Swings (a) ( 
RS na cusnienvenyeenn’ a4 10 52 65 39 11 36 64 38 301 —17 —2 
a 4 aero 92 25 7 54 18 16 17 56 36 285 59 7 
UNM s HQORECD se a'<ic1c 0 o:0'e 0c:0: <7 41 13 54 50 21 11 14 91 37 295 —11 —f 
NESE ONG cic.e:sicieicieic vieja o:eis'a 108 33 22 113 63 47 16 85 61 487 35 3 
RIRUSIER See oi ccice ss cicsinss ecee 345 58 91 168 71 36 71 93 +117 933 714 9 
ont COUSSCO [CAB R GER ORDEROCUCOOr 118 57 100 132 26 14 81 175 88 703 13 2 
by BONG NONSON «cio crenecrciestoase 200 85 62 106 22 9 41 118 80 643 60 8 
his SI POMN Geis «.0:c16:0: sejs sivas eles scieee 114 35 57 109 50 12 6 55 55 438 84 10 
un Son ll saee@oeterecuscousdenc 175 88 41 63 32 34 25 85 68 543 100 12 
ard Pe POIs ss ccwccnceccccoes 47 33 43 118 36 27 21 91 52 416 47 6 
TT ROBIN IOROIS 60-6 0:5'4'e)c 01010. 06 elerere 196 an 89 124 55 30 57 87 84 670 115 14 
ay SAIS OREGN 010): 0/c:iele ei vie'sic'e'e-o 01s 165 48 63 75 40 36 17 44 57 458 69 ' 8 
can BIR MEIMEVESLEE 1c: ciole sicisisiv'cie/e'e's:c.0is 208 115 32 48 34 50 45 85 77 617 117 14 
the MS TTISAI BATS o'0'0'01s'e/e!n\elo e/e(svereia'e 300 16 70 81 30 61 50 84 94 7152 142 18 
ion OS errr 116 104 ao 63 23 95 64 73 73 582 106 - | 
; IONS WBC 3c 510.5000 c;010'se oieoe's 224 97 80 128 40 25 41 117 94 752 138 17 
ome: PONMARccccccccseccccccccccs 138 100 56 95 45 81 47 100 83 662 38 5 
BORIS, ROCOUCK.occ0csccccecees 226 66 63 80 47 27 26 109 80 644 190 24 
~ oC Sere 100 49 38 «0 36—i(i tti‘CzHOSséC“‘ié‘«wSCi‘1ti“‘“z ‘CKD 1 9 
uld RInlOMn GarOlde «6 '6\e'0:0.s essis'sro0. 00 138 56 47 65 35 33 38 48 57 460 95 12 
f us 
t is 
ve Pills Chaleness. oo ccccccccvees 575 137 61 41 50 68 25 95 131 1052 258 32 
: MeGals GO ENDVocescccccece es 500 134 133 233 106 89 43 125 170 1363 350 ad 
may BSARIATEMIN cio/e!0/clcilele ¢: sveie.e/sic/e'etale' 366 150 110 18 43 71 137 123 985 216 27 
war fi) Bayuk Cigar.........ccceceeee 144 17 133 189 140 55 35 93 101 806 222 28 
ains ff Bohn Alum,...........+seeeee 61 20 43 87 86112 75 72 124 714 594 43 5 
ong || Briggs Mfg...-.++++seeeeeeeeee 166 39 94 158 63 92 50 100 95 762 25 3 
8 CONT GOIVENU ss 66100006 scce ee 50 50 140 166 100 50 43 128 91 727 —3 —% | 
IG Fi Grane... ceccsccccccccvccccsece 615 133 90 100 50 54 27 #120 148 1189 215 27 
| Fairbanks, Morse......-..e000 153 108 87 126 104 55 15 50 87 698 50 6 
t of fl] Flintkote.........ssescseseess 309 53 182 182 60 100 144 134 1070 100 12 
| Idden. wcccccccccccccsccces — —% 
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PF PE UR crescciveserccnse 880 73 247 200 17 58 123 185 223 1783 700 87 
yail- fi| McCrory Stores........2seee0. —{c) 100 85 183 89 60 16 70 86 603 41 6 
han Motor Products........seceees 255 35 83 90 77 50 120 183 112 893 89 11 
fit— OO err —{(d) —+{d) 140 50 40 67 133 400 138 830 200 -33 
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> or ff U.S. Steel... eeeeeeeeeeees 192 174 48 116 85 66 17 34 91 732 119 15 
uch | (a)—Percentage rise from 1935 low to 1943 high. (b)—Yearly average appreciation if stocks were retained from 1935 low to 1943 high. 
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By E. K. T. 


Donald Nelson's “kick in the teeth” mission to China 
had more to it than a desire to get him out of the way 
while definite policies on reconversion, contrary to his 
own theories, were being written. That was part of the 
motivation; but Henry A. Wallace had brought back to 
the White House disquieting reports on Chinese morale, 





Washington Sees: 


It would be a politically ruinous performance 
to attempt before Election Day, but after No- 
vember's balloting is over Congress will put 
through a series of upper-bracket pay raises 
and in the process of boosting the Federal pay- 
roll will not overlook its own membership. 


Congressmen long worked for $7,500 a year. 
Now they receive $10,000. An effort to provide 
a pension system for themselves two years ago 
was frustrated largely because the public and 
editorialists protested. This time, Congress 
hopes to win some friends by including proposed 
increases from $15,000 to $20,000 annually 
for members of the Cabinet, and setting the 
salary ceiling for government employees at 
$15,000. Present maximum is $10,000. 


Influential men in business and industry, many 
of whom have dealt more intimately with "gov- 
ernment” in the past three years than ever be- 
fore in their careers feel that, if higher salaries 
will attract more capable men to Capitol Hill 
and the departments, such salaries should be 
paid. Congressmen don't like the innuendo, but 
will rely heavily upon expressions of that senti- 
ment to put through their raises. . 

As a matter of fact, at $10,000 a year, with 
$2,000 lopped off for Federal tax alone few 
Congressmen are better off than they were in 
private life. 











going back to the “‘too little, too late” problem. Also 
General MacArthur’s recommendations to F D R were 
being respected. 


Russia holds the key to success or failure of the four- 
power post-war security program regardless of the out- 
come of the Dumbarton Oaks preliminary meeting. 
The United States and Britain have already agreed on a 
world organization along the lines of the League of 
Nations. China would be the most obvious beneficiary 
—naturally agrees. Russia’s military might, natural 
defenses, and prostrate Axis units on both sides, after 
the war, may militate against full-fledged participation. 


Emphasis on Federally-supported industrial medicine 
programs has taken the heat off the Wagner Bill and 
other proposals to socialize the healing arts. Health 
education, clinical aid, examinations and reference to 
family physicians are in the framework of the Randolph 
Bill which will be supported by American Medical As- 
sociation, N A M, leaders in industry, government, vet- 
eran organizations and at least part of labor. 


Demobilization is moving into a zone in which former 
employers must begin not only to take notice but also 
to take steps to restore the jobs which Selective Service 
promised would be held open except in “hardship 
cases”—where the employer can show more than in- 
convenience as a reason for not returning the veteran to 
the payrolls. The “manning tables” have been elimi- 
nated, presaging slowing of draft. More significant, 
former employers hereafter will receive post-card notifi- 
cation when veterans are about to doff their uniforms. 


Organized Labor's vote is not bundled up for the 
Democratic ticket, the Republicans are convinced, and 
two recent happenings gave them encouragement. Gov. 
Dewey’s Labor Day message was one, the necessity of 
President Roosevelt seizing West Coast plants where 
unions wouldn’t permit overtime work was another. The 
G OP saw hope in the latter of resentment that might 
carry California for them. But against that hope was the 
P A C “war chest” and a powerful organization. The 


Democrats were satisfied with those. 
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Price control will be ended only when supply of each item 
comes directly in line with demand. That will take time, much time. 
Ceilings actually will rise in many instances. Some peacetime goods 
cannot possibly ride back into market at pre-Pearl Harbor prices. 


Best bet today is that foods and textiles will be plentiful 
enough to require no ceilings and that increased building and re- 
distribution of war workers will obviate the need for rent ceilings. 
However, in the lines which invite inflation, price ceilings will 
be commonplace for a long time. 





























In spite of high-pressure propaganda from the War Depart- 
ment and elsewhere, it is difficult to find anyone in close touch 
. With the subject in Washington who expects Germany to be in the war 
Iso by Nov. 1. That date seems to have been settled upon in military circles and outside. 











Increasing demand by industry that it be given an insight into the future 
of the war, insofar as it is possible to look ahead, has brought official pre- 























ur- dictions somewhat into the open. 

ut- 

ng. ff Plants which answered the call for war production far beyond fondest 

1a expectations think they're entitled to some hint on cutbacks. They are getting that 
he hint and it all adds up to weeks, not months. But they're asked to "keep mum." 

ral Yet plain truth of the matter is that industry and the public generally 
ter are not being told the complete story of the progress of the war or the status 





of industry as of today and as of a future based on prospective needs. Congress is 
becoming impatient, will demand franker disclosure. 














ne Back to the farm is no job panacea. It will bring headaches. Far from the 
a bonanza it has been represented to be, post-war tillage of the soil won't support 
ph more than now live on it, and will be less in time. 


War time prices will decline, the U. S. Department of Agriculture is con- 
vinced, based on experience after World War No. 1. Eleven million men in uniform 
plus millions more in war plants ate agriculture into wartime prosperity. They simply 












































ner won't have the money to continue the pace. 
- Improved farm methods have contributed too. Agricultural machinery has 
ip supplanted thousands of farm hands. And a conservative estimate is that five mil- 
in- lion military and war industry workers will look to the farm for security -- a source 
to that supported fewer than that number before Pearl Harbor. 
mii- 
nt, Military service took one and one-half million farm boys out of agriculture: 
‘ifi- They'll have first claim, and most will assert it. 
| Farming at best.is a gamble, even for those who know how to battle the 
the manifestations of nature. It's a losing game for those who don't. 

d 
2 Railroads are finding the need, and the opportunity, to replace some of 
of their worn-out rolling stock, but their financial returns aren't yet inviting a 
ere "splurge." 

“he e 
sht In the past two years, the rails have added about 65.000 freight cars. 
the Operating revenues are only 7 per cent more than in 1943 -- and that doesn't 

he reflect increased costs or the tax position. 
EET 
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importantly, the percentage of revenue increase doesn't take into consider- 
ation that 1943 was a "big year." And passenger travel doesn't enter the equation. 


Anti-Administration writers saw significance in the fact that the Presi- 
dent's first press conference after his return to the Capital presented a very 


tired Chief Executive who spoke in a weary voice and seemed irritable. 


Forgotten, obviously, was the fact that he had traveled great distances, 
conducted numerous vital conferences with military and diplomatic leaders, kept 
immediate contact with the White House -- and he is in his 60s. Wendell Willkie, 
considerably younger, came back from his world flight virtually exhausted, about 
20.pounds lighter in weight than when he embarked. 


War Manpower Commission is determined that the need for fewer than 6,000 
men will not stand in the way of adequate tire supply. Actually, 900 men would soive 
present problems; the others are needed for facilities which are in the making. 





























Solution rest with the War Department which, initially, .was opposed but now 
agrees to furlough men in uniform who have had experience in tire building, who 
are 50 years of age or older, and who will go into tire plants if allowed to lay 
their uniforms aside. 














Jeeps which survive the rigors of war. use may not be the serious competi- 
tor of standard farm trucks and tractors which some have envisioned. Army engineers 
aren't convinced they'll fill the bill, but they are hopeful. Tests currently being 
made in Alabama and Pennsylvania may supply the answer. 














Meanwhile, WP B has canceled its authorization for production of light 
trucks for civilian use. Military needs come first. 








War Production Board is worried over public reaction to reconversion orders. 





Manufacture of civilian goods won't reach 1939 levels until after Japan falls -- and 
even then many items will be scarce. 





With four orders now operative, magnesium and aluminum are in wider 
civilian use; working models are permitted; machine tools and similar necessaries 
may be ordered; and war orders are relaxed where men and materials are in surplus. 


Any of these may be eliminated by War Department veto at any time. 


Telecommunications comprise big business in themselves, are an essential 
to successful international business -- and the State Department already is cement- 
ing its position in the world parleys that are just ahead. That accounts for steps 
already taken to place industry's experts in position to meet those of other nations, | 
backed with fact and argument. 




















The radio spectrum is in jumbled state, will be worse unless early agree- 
ment is reached to parcel out the ether bands. Short-wave and other media are war 
weapons. Present disposition is to curtail the frequencies controlled by Axis Coun- 
tries, redistribute them among the Allies. 


In terms both of rates and facilities, the United States has had the "short 
end" for years. International conventions have uttered pious declarations, but 
centralized trasmission in other countries has placed this nation at a disadvantage. 
The bargaining power here has been weak. 




















Two avenues of relief are in sight: world agreements which mean what they 
Say and are implemented by action; merger of United States transmitting corpora- 
tions into one powerful, cohesive unit. Reliance at a present is on the former. 


a 
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CO-OPERATIVES 


BY FRANK R. 





N the minds of many people, the cooperative move- 
ment still is an association of grocery stores or of farm 
roducers notwithstanding the fact that cooperatives 
have tried their principles on virtually every kind of 
enterprise. But at the rate at which they are now ex- 
panding, the average American is likely to get better 
acquainted with them before long. 

haracteristically, growth of the cooperative move- 
ment has been from the retail level at which it began, 
back into wholesaling and distribution, and lastly into 
production. The very latest link in the chain even 
covers financing. After two years of spadework, the 
National Cooperative Finance Association was recently 
incorporated from which cooperative associations may 
borrow funds to facilitate their operations. 

Today, in spite of war-time difficulties encountered in 
numerous fields, cooperatives are in a stronger position 
than ever, ready to gear themselves to a new develop- 
ment phase after the war. 

Cooperative development in the United States has 
generally followed the economic curve, though in re- 

Bverse order, expanding in times of depression and 
usually receding somewhat as prosperity returned and 
the necessity for small savings lessened. While the move- 
ment here, as in other regions of relatively recent de- 
velopment, has so far been much more limited than in 
the countries of the old world, nevertheless recurrent 
waves of interest have continually appeared. 

Many cooperatives were set up in New England as 
early as 1840 but most of these were of short duration. 
Stronger and better organized co-ops were launched in 
the early years of the goth Century by groups of immi- 
grants from many parts of Europe, profiting no doubt 
from their experience in their native countries. ‘The 
world war period and the years immediately following, 
when rapidly rising prices were the rule, gave a_per- 
ceptible impetus to the movement; immigrant groups, 


Co-Op League jrsg 
Hundreds of co-op gasoline stations such as this dot the 
mid-western countryside 
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labor unions and farmers organized hundreds of new 
associations. The period of rising prices, however, was 
succeeded by an economic crisis and price collapse in 
1921-22 and thereafter by several years during which 
retail prices continued on the downgrade. During this 
period, a large proportion of newly formed co-ops met 
with difficulties; many failed although others weathered 
the storm and grew both in membership and influence. 
But public interest in the movement waned. 
Developments in the Thirties again sharpened the 
economic problems of the population; people once more 
turned to consumer cooperatives as a means of attacking 
these problems. Existing co-ops again grew in size and 
new ones were started, especially among farmers. Gaso- 
line co-ops, organized in great numbers by mid-western 
farmers, began to appear in cities among working class 
groups and many small grocery co-ops were initiated by 











Co-Op League Photo 
Huge modern grain elevator owned by Indiana 
Grain Cooperative 


white collar and professional people. The movement 
not only attained greater size than before but quickly 
displayed greater unity and integration with the estab- 
lishment of regional wholesale organizations and educa- 
tional agencies. 

The latest expansion period which began with the 
onset of the 1929 depression thus has been an exception 
to the general rule, for it continued unbroken its upward 
sweep. War conditions failed to halt this trend and 
today, on the eve of transition, the cooperative move- 
ment is displaying all the earmarks of vigorous future 
expansion. 

Already it is a big, sprawling enterprise. Total busi- 
ness done by co-ops of all kinds in 1943 is estimated as 
high as $900 million and while this is little more than 
1% of all civilian expenditures, the figure is nevertheless 
impressive if compared with that of the preceding year 
which was fully one-third less. 

About 2,500,000 persons are members of consumers 
co-ops, handling some $750 million worth of goods and 
services and owning more than 7,500 retail organizations 
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and over 100 mills, factories and refineries. Annual 
volume of regional associations affiliated with national 
cooperatives was about $120 million additional. Volume 
of cooperative utilities, insurance companies, credit 
unions and other service co-ops is estimated to have 
brought total 1943 co-op business close to the $1 billion 
level. This includes about $558 million of agricultural 
supplies, nearly one-sixth the country’s total, but does not 
include $3.75 billion worth of foodstuffs produced by 
members of cooperative farmers marketing associations. 

Not only was 1943 the year of greatest trade and mem- 
bership volume, it was also a year which witnessed a 
widely extended program of cooperative production. 
The latter indeed is perhaps the most incisive and far- 
reaching development since the movement’s inception. 
Cooperatives, through their wholesales and regional 
federations, bought oil refineries, oil wells, feed and seed 
mills, a fertilizer factory, sawmills, canneries, a flour mill, 
a printing plant, a milking machine factory, a chemical 
laboratory, a shingle mill, a farm implement factory, 
even a cosmetics plant. One of the latest acquisi- 
tions was an entire village, Burckhardt, Wisconsin, 
purchased by the Mid- 
land Cooperative Whole- 
sale, distributor to 298 
member retail co-ops. 
The property, consisting 
of 140 acres farm land, a 
badly needed feed mill 
and various  -buildings 
will be used as a trial and 
proving grounds for fer- 
tilizer, seeds and farm 


















In the service field, too, cooperative enterprise } 
been flourishing. Insurance companies provide all typ 
of insurance to over half a million policy holders 
twelve states. Some 800 rural electricity associatig 
render electric service to nearly a million farmers ; 
over 200,000 residents of small villages. Credit uniog 
often described as “people’s banks,” do a brisk indj 
dual banking business and by 1943, there were 10,6 
such organizations with over three million membe 
Even the field of health and medicine has been invade 
and cooperative health associations exist in a good map 
states. 

The newly established finance association in Chicag 
thought as a keystone of a nationwide system of q 
operative finance, will henceforth finance local co-o 
and thus do away with borrowing from private bank 
Through it, too, cooperative insurance companies whid 
hitherto placed their surplus funds through private ir 
stitutions will in the future lend to cooperative entey 
prises exclusively. 

Finally there are the marketing cooperatives, mor 
numerous and powerful than any other. In the 19; 
marketing season, accord 
ing to the Farm Credit Ad 
ministration, 10,450 mat 
keting cooperatives with 
combined membership 4 
3,850,000 farmers ran up 
total business of som 
$3.75 billion, big busines 
indeed! 

What has been back ¢ 
the great progress of © 
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Mid- 
g 


For 


machinery; the buildings operative enterprise in reg eration 
as a training school for cent years? What has beeg and dix 
managers and employees. responsible for its mount the tax 
The largest section of ing strength and broaden and m: 
the co-op movement, ing field of activity? p meanir 
farm supplies, received As to farm cooperatives and di 
its big impetus after the the reason of course if ‘pay-ol 
last world war when farm clear. They received theif mid-ye; 
prices tobogganed while ‘American Swedish News Exchange Photo ™ain impetus when bac Equi 
precy of farm supplies Ultra-modern home of the headquarters of the flourishing = 1933, the Farm Credi conditi 
remained stationary. They Swedish cooperative movement Administration was formed ment s 
began with the purchase to lend money to cooperag ae sig 
of feed, seed and fertilizer. Now they produce and dis- tives on highly favorable terms. This, plus the cumuf panies. 
tribute these products in immense quantities.- Co-ops lative effect of other governmental measures, enabledp less en! 
nowadays account for one-sixth of all farm supply sales them to make tremendous strides. uncom 
and the farm machinery industry places the co-ops among As to consumer cooperatives, their progress is primaril phase : 
the nation’s biggest distributors of consumer steel. rooted in the economic effects of the last depression{ It is 
Even more dramatic was their growth in the petro- particularly on the lower income classes. The depres period 
leum products field. Five years after the first gasoline sion has taught many people a new respect for smalf Appra 
and oil co-op was organized in 1921, a petroleum savings; necessity, in fact, forced it. The savings afforded tegulai 
“wholesale” was formed and three years ago, the first co- by consumer co-ops tended in the popular mind to inf trial d 
operative refinery and pipe line were built. Today, tensify doubt about some of the monopolistic feature this se 
there are nine cooperative oil refineries. and price policies of the profit system and conversely, lective 
Grocery co-ops, fourth in sales volume, are possibly the deepened consumer interest in the cooperative idea especic 
most widely publicized largely because of their fight for, Moreover, a certain pride of ownership in a co-op and of hole 
and adherence to, grade labeling. Automotive supply the community spirit arising therefrom made not onli data, | 
co-ops have also done surprisingly well and report virtu- for stable but steadily expanding patronage. 
ally no loss of business since gasoline and tire restric- War-time price increases resulting in sharply higheljalie ae 
tions have complicated consumer transportation. living costs for large segments of the population, espef™= — 


With the advent of war, the co-ops like the rest of 
organized business ceased to be strictly a consumer 
proposition and many a co-operative plant has con- 
verted to war work. Typically, a tractor plant has been 
converted to tank parts and two of the grain alcohol 
plants authorized last year by the Government were as- 
signed to co-ops for operation. 
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cially the white collar class, is giving new weight to thes 
basic considerations and draws heightened attention 10 
the benefits of cooperation, especially in cities but alsogiiiiy 
in rural districts. In the latter, of course, co-ops wert 
already so well established that they moved forward onlmmMeas 
their own momentum and on the crest of vastly in 
creased agricultural buying power. (Please turn to p- 5,86 
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Mid-Year 1944 
Special 


For investors in common stocks the most basic consid- 
erations of value are current and prospective earnings 
jand dividends. A vista-of big post-war sales, a change in 
the tax law, a new product, a recapitalization—all these, 
and many other things, have ultimate dollars-and-cents 
meaning to stockholders only as translated into profits 
and dividends. This is the “pay-off”; and it is on the 
“pay-off” that we have focused emphasis in preparing the 
mid-year Re-Appraisals presented herewith. 

Equity values are never static. Even under normal 
conditions, changing circumstances can affect the invest- 
ment status ot securities in an entire industry and there 
are significant shifts in the prospects of individual com- 
panies. If the investor’s capital 1s to be conserved--much 
less enhanced—watchfulness is essential at all times, but is 
uncommonly so today with the European war in a late 
phase and drastic economic changes not far ahead. 

It is to serve this need of watchfulness—which requires 
periodic review of holdings—that we present these Re- 
Appraisals at six-month intervals, besides, of course, our 
regular bi-weekly coverage of new economic and indus- 
trial developments of importance to investors. To make 
this service of maximum usefulness to readers who col- 
lectively own shares in many hundreds of companies—and 
especially to permit convenient comparative evaluations 
of holdings—we present only the most pertinent statistical 
data, ratings and comments in the concise tabulations, 
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PART IV 


Prospect and Ratings for Individual Rub- 
ber Companies, Motors and Accesso- 
ries, Steels and Miscellaneous Companies 


each of which is preceded by an amply extensive analysis 
of the position and prospects of the industry. 

Many readers will note that the tables, which are self- 
explanatory, carry amplified data of special usefulness 
now. When studied in relation to the accompanying 
comments, we believe you will find this the most practical 
“bird’s-eye” appraisal that can be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the last 
column in the tables, preceding comment—is as follows: 
A+, Top Quality; A, High Grade; B, Good; C+, Fair; 
C, Marginal; while the accompanying numerals indicate 
current earnings trend thus: 1-Upward; 2—Steady; 3— 
Downward. For example, A 1 denotes a stock of High 
Grade investment quality with an Upward current earn- 
ings trend. 

In addition, as the general trend of dividends is now 
upward—but with many exceptions, since the general 
trend of earnings is moderately downward—we denote 
with an asterisk selected stocks on which a higher dis- 
tribution appears warranted. Stocks marked with a W 
in the tabulations are recommended for income return. 
Issues regarded as having above-average appreciation po- 
tentials are denoted by the letter X. Purchases for ap- 
preciation should, of course, be timed with the trend 
advices regularly offered in the A. T. Miller market 
analysis in every issue of this publication. 











U. S. Rubber Photo 


The combination of record war-time volume and ex- 
tremely favorable operating and earnings prospects for 
the earlier post-war years had led to a better than aver- 
age price performance of rubber manufacturing shares 
which should continue in the months ahead. Current 
market values approach the best of the more immediate 
pre-war years and in some instances—such as Firestone, 
Goodrich, Goodyear—represent the highest since 1929. 
Normally this would argue for above average price risk 
henceforth, but in this case such a deduction appears 
hardly justified. At present, rubber shares are holding 
close to their 1944 high and in recent markets displayed 
firm undertones. What’s more, they still look moder- 
ately priced in relation to current and potential post- 
war earnings. 

This is all the more remarkable as the near-term and 
medium-term picture goes far towards negating the psy- 
chological effect of the industry’s erratic earnings history 
and the speculative character of rubber equities dictated 
by large senior capitalizations. In fact, the interested 
observer today finds few clouds on the industry’s horizon 
as far as the more immediate future is concerned. 

When war came, supply was the big problem. When 
the rapid conquest of the Malay States and the Dutch 
East Indies by the Japanese cut off our natural rubber 
supplies, we were faced with the urgent task of creating 
virtually overnight, and from scratch, a gigantic syn- 
thetic rubber plant. Despite many obstacles and much 
initial muddling, the goals set have now been attained 
and disaster threatening in those early bleak months was 
turned into triumph, representing perhaps the biggest 
single engineering and construction job ever undertaken. 

Synthetic rubber production is now definitely over 
the hump with output currently running at an annual 
rate of about 840,000 tons, far more than pre-war peak 
imports of 650,000 tons per year. The remaining prob- 
lem is one of processing, especially the building of heavy 
tires, with a shortage of skilled labor and tire building 
facilities creating a near-critical situation in this particu- 
lar line. 

While supply was a crucial problem on the road to 
war, it will again loom large with the advent of peace 
but in an entirely different form. The question then 
will be whether synthetic rubber is here to stay as the 
industry’s dominant raw material. Implicit in the solu- 
tion of this question are vital factors affecting the indus- 
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BY RICHARD COLSTON 


oa eee ypowououwvuvwvwv* 





try’s status. Survival or partial survival of the synthetir 
rubber industry would substantially reduce the burdeng — 7 
some inventory problem which has plagued the industngp!0 ah : 
for many years. Also, availability and use of the syn New rec 
thetic product will be a cost stabilizer vie tehetheleplacen 
earnings implications. But in the last analysis, whethap'P to 
the synthetic or natural product emerges as the majopital an 
raw material of rubber processors, the very existence off const 
synthetic rubber capacity will act as a brake on fluctuat ag 
ing prices and should greatly reduce the future threat o! a ab 
severe inventory losses. The resultant enhancement oif¥¢ r c 
the industry’s investment standing is obvious. By « a sei 
Being essentially a political question, final decisionf?" “ae 
on the future of our synthetic rubber industry will bef ie 
based mainly on political considerations. At present, the this fiel 
outlook is anything but clear. Exploratory discussions 0! P Whik 
post-war rubber problems were recently undertaken by i “sh 
representatives of the USA, Great Britain and the Neth#*8 rs 
erlands and further study was agreed upon as a prelim: weary mi 
inary to some sort of international rubber control pro ng _ 
gram. Exactly what will come from these conversationsg' V4"! 
is difficult to predict. The | aeeranes is complex. OurgP0stwal 
synthetic capacity by the end of year may exceed onep™€ €4 
million tons and estimated potential post-war natural od 
rubber capacity—once fully rehabilitated—is set as high} we 
as 1,600,000 tons, the total being over twice as much apO@ew 
the entire world used in the highest year on record, 194), i. ” 
when world consumption was estimated at 1,300,000 tons.p7°StON 
The task of gearing this tremendous capacity to post-wat 
needs so as not to have a permanently unbalanced rub 
ber economy is the principal problem of the conferees] 
No quick solution is anticipated. | 
But regardless of economic factors, a certain minimum 
of synthetic production, perhaps quite a substantial vol: 
ume, is certain to be maintained after the war, for we 
have learned through bitter experience how vital an 
assured supply is to our security. The exact amount 
will depend not only on Government policy but on tech: 


















Baldw 
Dayto 


ees 

nological factors and such considerations as cost, price | — 
and quality. | xB. F. 
With the freeing of Far-Eastern rubber areas, probably§| xGoo 
while we are still at war with Japan, three developments Interee 
; 4 wLee 

can be visualized: (1) Large demand for both naturalfl) wor, 
and synthetic rubber to meet continued war needs andf} Seibe 
those of world rehabilitation. (2) Increasing availability) xUnit 


of natural rubber, and (g) a subsequent probable de- 
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jine in the need for synthetic rubber. The last point, 
owever, is a longer range prospect as it is already clear 
at for at least several years demand will probably re- 
nuire all the synthetic and natural rubber that can be 
had. This presages, for the first time in history, an ex- 
ended stable and satisfactory price situation, plus ca- 
pacity demand for a considerable period. _ 

For the duration of the war, peak operations are as- 
ured. Industry sales which made a record high in 1943, 
have continued on the upgrade thus far in 1944 and the 
ear’s volume should exceed that of 1943. Leading tire 
makers have experienced a number of cutbacks but new 
ontracts have offset these reductions. In the second half, 
increased tire output will be helpful in sustaining high 
volume. 

The five biggest rubber companies, accounting for 
around 80% of industry sales, last year boosted combined 
volume by 57% to $2,155 million. In the first half of 
1944, their volume is estimated roughly 8% to 10% 
above the same period last year and running at an an- 
nual rate of 4% to 5% above 1943; there is hardly any 
doubt that military and essential civilian business, de- 
spite the tax factor, will sustain a high level of earnings 
for the remainder of the war period. 

Indicated post-war demand 1s such as to point to peak 
profits for at least several years of the early peace period. 
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manufacturer will lack large business. 
standpoint, therefore, there is little to choose between 
ithe various leading companies in the field. Assuming 
post-war tax relief, most should be able to set new peace- 
lime earnings records. 
tween various companies are to be noted. 


New requirements of tires and tubes arising from re- 


sumption of automobile production together with huge 


replacement demand should add up to a tremendous 
total and adequacy of manufacturing facilities is likely 
to constitute a more important determinant of post-war 
business than demand volume as such. Takings of tires 
for use On airplanes and farm vehicles should also be 
well above pre-war levels. In addition, the growth trend 
in sales of mechanical rubber goods and miscellaneous 
products interrupted by the war, will be resumed and 


accelerated due to important war-born developments in 


this field. Moreover, product diversification is ever in- 


creasing. 


While a decline from present abnormally inflated oper- 
ating levels is inevitable at the end of the war, no rubber 
From a sales 


Still, certain differentials be- 


Goodrich and U. S. Rubber in recent months enjoyed 


somewhat greater market favor than Goodyear and Fire- 
stone with Goodrich, after running neck on neck with 
Firestone, currently holding the edge, pricewise, over the 
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latter. The reason may lie in the better than average 
diversification of Goodrich activities, the potentialities 
of the popular Koroseal, the company’s rubber-like syn- 
thetic, and its new group of polyvinyl resins, called 
Geons. Company recently announced a new policy of 
selling related products made by other producers to- 
gether with its own industrial products, a move pointing 
to further post-war diversification. 1944 earnings should 
at least equal last year’s net of $7.31 per share with the 
80% tax limit protecting rising operating income against 
higher tax rates. Net sales during the first half year in- 
creased 15%, thereby virtually reaching the limits of 
physical capacity. 

Goodrich finances are strong with working capital 
amounting to some $78 million whereof $15 million con- 
sist of cash and marketable securities. Contingency re- 
serves come to $8.88 million. The company has a funded 
debt of $27.56 million and 5% cumulative preferred stock 
is outstanding in the amount of $24.72 million. Earlier 
bank loans have been retired but the company is cur- 
rently using $20 million of a $50 million V-loan to 
finance war contracts. Selling only moderately above 
book value of $48.89 per share and about seven times 
estimated 1944 per share earnings, the stock looks mod- 
erately priced. The price-earnings ratio of 38.6 in rela- 
tion to average 1936-39 earnings is hardly a valid cri- 
terion for its present valuation since the period included 
sizable deficits in 1937/38, not likely to be repeated in 
the early post-war years. While essentially speculative 
due to large senior capitalization, Goodrich common is 
believed to have further market (Please turn to page 584) 
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Position of Leading Rubber Stocks 





-—lIn Millions of $ —, P In Dollars Per Share —____________ Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings For: Invest- | 
1943 Avge. Work. Book Cur. Avge. 1943 Est. Div. Est. st. Avge. ment 
Gross Gross Cap. Value Assets Net Net Net 1936-9 Div. 1944 1936-9 Rating 
Baldwin Rubber......... $234.06 $30.50 $15.62 $36.38 $12.27 $1.11 $0.98 $1.00 $0.69 $0.50 82 7.4 CQ 
Dayton Rubber Mfg...... 17.89 8.05 4.70 20.67 26.72 2.74 3.13 3.15 0.44 1.00 61 7.0 C+2 
xFirestone Tire & R....... 545.38 148.63 107.72 53.26 55.38 2.48 640 650 1.41 200 7.2 19.0 B2 
General Tire & R........ 51.98 20.86 13.39 28.00 25.41 251 299 3.00 0.38 1.00 78 9.3 C+2 
xB. F. Goodrich......... 374.40 135.46 77.98 48.89 59.85 1.32 7.31 7.30 0.75 200 7.0 386 B2 | 
xGoodyear Tire & R..... 760.49 192.03. 140.47 43.28 68.25 2.58 8.94 8.90 0.94 2.00 5.3 18.4 B2 
Intercontinental Rub...... 3.49 0.96 2:25 6.63 3.79 0.12 1.00 1.00 0.05 1.00 7.6 63.5 Ci2 | 
wLee Rubber & Tire. .... 25:23 12.77 8.67 51.45 35.99 3.61 5.14 5.10 1.78 2.25 84 12.0 B2 
Norwalk Tire & Rubber... 5.98 2.63 1.06 4.46 5.27 0.29 065 0.70 — 0.40 9.3 224 C2 
Seiberling Rubber....... 18.27 8.70 3.87 13.75 1429 0.95 1.70 165 — 0.50 61 106 C2 
xUnited States Rubber.... 434.26 174.21 108.87 37.40 61.89 2.01 5.09 5.00 — 2.00 10.0 24.8 B2 | 
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POST-WAR PROSPECTS FOR 
MOTORS AND ACCESSORIES 


Facts vs. Rumors 


BY 


Tue automobile and auto accessory groups are one 
of the most important sections of the stock list, and 
market interest is probably greater than in any other 
industrial group. This has been particularly true re- 
cently, a tremendous speculative interest having been 
stirred up in the lower-priced issues by news develop- 
ments and rumors. Among these were the acquisition 
of Ford’s production wizard, Sorenson, by Willys-Over- 
land; the purchase of a personal interest in Graham- 
Paige by Floyd Odlum of Atlas Corp. and by former 
Chrysler vice president Frazer; and the resignation of 
the Fisher brothers from active association with General 
Motors with the stated intention of seeking new manu- 
facturing activities. Graham-Paige doubled in price in 
several days’ heavy trading, but subsequently lost a good 
part of its gain. 

During the war the automobile companies have been 
busy producing war materiél, and the industry’s payroll 
in April this year was nearly double that of two years 
ago, and some sixteen times as much as in the depression 
low in 1932. Both the number of men employed and the 
aggregate pay are currently far above the 1929 level. But 
as with other industries, taxes have cut deeply into earn- 
ings, and net income remains below the average levels 
of the period 1936-41. Earnings of General Motors, 
leader of the industry, declined from $4.45 in 1941 to 
$3-55 in 1942, $3.19 in 1943 and an estimated $3.50 for 
1944. Chrysler showed even sharper shrinkage—from 
$9.22 in 1941 to $3.57 in 1942, $5.36 last year and an esti- 
mated $5.25 for the current year. But wartime earnings 
have to be studied and interpreted. Chrysler charged 
off $3.04 a share in 1942 and $2.81 in 1943 for special 
reserves, and General Motors charged 55c and 8oc for 
these years. War-time earnings figures are apt to be on 
an ultra-conservative basis. 

Buyers of motor stocks are perhaps not so much in- 
terested in wartime earnings and the intricacies of rene- 
gotiation contingency reserves as in when the war is go- 
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ing to end and how soon thereafter companies can begin 
making cars. Backed up demand for new cars will al- 
most certainly strain the industry’s capacity for two or 
three years of the post-war period. But if the companies 
are not allowed to plan ahead for reconversion, the in- 
dustry will be handicapped in shifting to normal pro- 
duction. 

There has been quite a little friction in Government 
circles recently over reconversion plans. The WPB, 
which is supposed to take an overall view of the national 
economy, has been anxious to make a start toward re- 
conversion on a small scale, in spots where this would 
not interfere with the war effort. But the Army is in- 
terested only in winning the war and insists on proceed- 
ing with caution. The Army recently suppressed a 
WPB report on the overall war supplies situation, and 
General Somervell has issued a statement stressing mili- 
tary shortages. On the other hand, the Army has sud- 
denly announced a cutback in its aircraft program, 
though this may merely represent an intention to shift 
more heavily to B-29’s and other big planes. There is a 
drastic shortage in heavy duty tires but energetic steps 
have been taken to cope with this specialized labor 
problem. 

Back in May Charles E. Wilson, Executive Vice Chair- 
man of WPB, told automobile parts manufacturers that 
methods would be worked out to keep the industry in- 
formed as rapidly as possible on termination of military 
contracts in automobile and equipment plants. Director 
Middlekamp of the Automotive Division thought that by 
late July it might be possible to “spell out” details for 
partial resumption of passenger car manufacture as soon 
as the European war is over. The first step would be 
to determine how many cars—say 2,000,000—would be 
manufactured, and to allocate this amount to the various 
manufacturers. This proposal met with anything but 
an enthusiastic reception, however, as the industry 
seemed to feel that it should be allowed to guide its own 
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r tivities rather than having production “rationed” by 
NS he Government. Many small companies feel that they 
“Mould get a “head start” on the big companies if left 
one, whereas under any quota system their gross might 
’ too small to meet reconversion costs, etc. 
‘The move toward reconversion will not be a clearcut 
gram. The first move will be to step up production 
parts sharply from the restricted war-time level. It 
as reported several months ago that Packard was being 
lowed to shift from 100% war work to turn out re- 
Jacement parts for civilian cars. Termination of war 
ontracts has already come up for intensive study. The 
Var Department has asked contractors to set up special 
_ femination units in their plants to prepare for the can- 
SfEellations which may be expected with increasing fre- 
huency. Early in June war mobilization Director James 
Byrnes issued a statement of policy adopted by Joint 
ontract Termination Board, to speed up settlement of 
ub-contracts and aid reconversion by promoting prompt 


ysler Magash settlements for war work. 
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Reconversion Outlook 







However, even with the fullest Government co-opera- 
ion, reconversion is bound to be a tedious process with 
individual problems varying widely. Those companies 
hich have concentrated on aircraft manufacture may 
be unable to regain automobile production as quickly 
as their competitors. On the other hand the bearings 
producers will have practically no reconversion problem. 
The automobile industry has much less to fear from 
“dumping” of Government supplies than the aviation 
industry. “The truck companies may be affected some- 
what more than other divisions of the industry since 
there will doubtless be a big supply of trucks and jeeps 
left over, though only a small proportion of military 


egin 
| al- 
> or 
nies 


- in- Fvehicles are suitable for commercial use. The passenger 
pro- far companies need have little fear of competition from 

the Army’s surplus. While the jeep may prove handy for 
rent Buse on large farms, ranches, forest preserves, etc., its lack 
PB, fof springs will make it too uncomfortable for family 
ynal Ftravel and pleasure trips. 


-re- — The parts companies as a group will probably be able 
yuld Fto reconvert more easily than the auto companies. The 
in- fend of the European war will, it is generally assumed, 


eed- Fpermit a cutback of 40% in our military requirements, 
d a Band many accessory companies may be able to shift al- 
and fmost entirely to production of parts—except for those 
nili- companies which are concentrating on aviation and ma- 
sud- frine work. With the shrinkage in war work, companies 
am, fwhich have largely used Government-built facilities spe- 
hift Fcially designed for war work may have an advantage, in 
is a fthat they can convert their own plants more quickly 
eps fand conveniently. Because of the urge to speed recon- 
bor fversion and avoid unemployment, former realignments 
and contract relationships will probably be resumed in 
air- FMost instances. 
hat — The public has already been warned not to expect new 


in- }‘miracle” models in the first run off the assembly line. 
ary {With anticipated demand for production in excess of 
tor the 5,621,000 cars and trucks produced in 1929, the in- 
by fdustry will not have to worry about new gadgets and new 
for fforms of streamlining until the initial pent-up demand 
yon fis satisfied. Due to increased costs of production, prices 
be fof standard models are expected to run 15 to 25 per 
be fcent above the prewar level, but demand will neverthe- 


ous [less exceed supply in the early production period. Henry 
but fFord’s threat of a new “stripped model” to sell in the 
try §$400-$500 range will, if carried through, probably force 
wn [other leaders to do the same, though the big immediate 
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demand for pre-war type cars might delay such com- 
petition. 

Many of the accessory companies normally produce 
other lines of goods, such as, refrigerators, oil burners, 
ranges, radio parts, washing machines, plumbing ware, 
aviation parts, building materials, rail equipment, etc. 
There are shortages in most of these fields, also, so that 
apart from aviation work (which will be sharply cur- 
tailed) these diversified lines should also fare well fol- 
lowing reconversion. 

Following the period of 3-6 months anticipated for 
complete reconversion—continuation of the war in the 
Orient will be a limiting factor—the auto companies 
will be largely relieved of troublesome “renegotiation” 
problems so far as commercial business is concerned, and 
profit margins should improve substantially. While 
total volume may be somewhat lower, there should be a 
net gain in operating profits. But much of this net gain 
will be taken away by taxes unless there is a substantial 
change in the present corporate tax structure. Chairman 
Beardsley Ruml of the New York Federal Reserve Bank, 
who put up such a strenuous fight for the “pay-as-you- 
go” personal tax system that Congress was obliged to 
adopt it in part, now advocates complete elimination of 
corporate taxes except for a 5% franchise tax and a 16% 
tax on undistributed profits. (We had the latter tax in 
1936-7 but it proved unpopular and was canceled.) Mr. 
Ruml’s startling new proposal is based on the theory 
that dividends should be taxed only once—after they 
are received by stockholders—instead of twice. It seems 
unlikely, however, that Congress will make such a radi- 
cal change in our tax policy. It seems more likely that 
the first step will be to elimnate (or reduce sharply) the 
unpopular excess profits tax. This would be a big help 
to General Motors, for example, which last year paid 
about $4.00 a share in excess profits taxes alone—con- 
siderably more than the amount earned for stockholders. 

On August 11th the Senate passed overwhelmingly 
Senator George’s bill setting up an Office of War Mobill- 
zation and Reconversion. The bill extends unemploy- 
ment compensation to cover 3,500,000 government em- 
ployees, but leaves the fixing of rates to the States 
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(though the Federal government underwrites the state 
finances). The proposed law, which will be considered 
shortly by the House, is said to carry out the recommen- 
dations of the Baruch report. The new Director would 
work with an Advisory Board consisting of three mem- 
‘bers each from industry, labor, agriculture and the pub- 
lic. The new bill is considered an improvement over 
the exireme unemployment benefit provisions of the 
Murray-Kilgore Bill, which was voted down by the 
Senate. 

Chairman Nelson of the WPB, finally put into effect 
in August the much discussed “spot order” for civilian 
goods manufacture, but this together with the previous 
lifting of certain restrictions on use of light metals, etc., 
seems to be more of a gesture than a definite move for 


artial reconversion. It certainly will not be of greg 

elp to the automotive industry, whose operations ar 
mainly in “tight labor” sections. Under recent Wa 
Manpower Commission regulations the country is di 
vided into four types of labor zones, and it is unlikely 
that many manufacturers in either areas I or I1—which 
include the major part of American productive capacity 
—can expect to resume civilian production in the nea 
future. The Area Production Urgency Committee, 
which will decide on reconversion of individual plant, 
are composed of representatives of the WPB, the War 
Manpower Commission, the Army, Navy, Marine Com. 
mission and Aircraft Resources Control Office. 

The automobile industry is probably more worried 
over possible manufacturing “bottlenecks” than any. 












































































































































J J e e e 
Position of Leading Automobile, Truck and Auto Accessories Stocks 
-— In Millions of $ ——, In Dollars Per Share Price Ratio To 

1936-9 Net 1936-9 1944 Avge. 1944 Earnings For: Invest. 

1943 Avge. Work. Book Cur. Avge. 1943 Est. Div. Est. Est. Avge. ment 

Gross Gross Cap. Value’ Assets Net Net Net 1936-9 Div. 1944 41 936-9 Rating 
SAMMONS Ss LCs setae ae $822.51 $36.95 $42.89 $32.26 $20.26 $1.18 $6.95 $7.00 $1.00 $3.00 5.5 32.7 Bo 
Roos. cas cuhcaucoonoreoce oes 74.45 15.18 5.58 38.86 15.86 3.04 618 6.00 231 3.00 84 15.9 Bo 
NM os ckuiaikesssuucvecunvsabecwayee  42.7He) —-9.08(e) 38.63 24.90 16.53 3.29 3.36 3.95 1.46 1.60 11.9 11.7. Bo. 
wBower Rolling Bearing....... ETC: 11.87) 5.94 6.03 19.08 20.13 3.09 3.61 3.50 212 250 19.0 13.5 Bo. 
ay ae a ae ae: 29.11(e)  8.58(e) 25.67 20.41 1318 288 269 3,00 256 200 11.9 123 CH 
Campbell Wyant & Can............cceccceseees 8.49%e) 1.04e) 2.58 22.82 7.47 1.56 2.82 250 0.99 1.25 8.0 12.8 C+} 
© EE OTR 886.46 600.00 168.32 51.58 38.68 9.68 5.36 5.25 7.25 3.00 17.2 9.2 Ag 
Ral ites tS. csc aanadscace oeeence 77.03 10.59 7.79 48.37 32.87 2.86 9.94 11.00 1.48 3.00 42 16.0 Bf 
Cleveland Graphite....... siabuhitcas sad caicnnst 7.97 4.37 2439 13.57 3.73 514 5.75 220 200 7.5 11.5. Bf 
a Me. caexscen450¥>050e0e sees 31,64 92.10 11.40 27.84 2098 447 1.87 200 92.50 50 166 7.4 BI 
Eaton Mig.........+- une Eeinsinecustccsase ee 93.67 10.13 29.38 1439 2.74 519 525 209 3,00 9.1 17.3. Bg 
MAG MINA Ii, <x xod0cisunnasscssccesers 136.34 51.87 18.70 26.28 15.63 3.30 4.06 4.00 2.30 200 11.2 12.9 Bg 
sik MAING... iucncssccesvasesveesees 69.69 26.24 95.90 41.93 28.53 2.06 92.27 2295 9.31 2.00 19.6 20.7 Bg 
nant Nia 5socsases0deb0ndsdsaeee wise 3796.11 1372.46, 829.93 25.01 1882 3.93 3.19 3.50 3.31 3.00 17.6 15.7 Al 
MMM 7. scncevversecsssventes . 154.94 62.13 19.91 2294 1253 d1.23 1.03 .85 0.06 o nt — 
Niles Pints. sc0sccseseees i ke Speaeue ies 31.54 98.82 72.52 4827 1.03 5414 590 1412 300 7.9 39.8 Bg 
Motor Products....... SET ANN e 25.86 14.30 443 19.45 11.36 1.56 1.96 2.50 2.06(a) 1.00 8.5 13.5 CH 
NUT Ca "5 ie ag gan HE 45.76 19.32 7.65 17.67 9.04 1.79 2.27 2.00 1.18 1.10 10.1 11.4 C+) 
Nash-Kelvinator.......... eee Swésiseeeceeee RES 69.07(b) 33.49 11.41 8.13 d0.43(b) 0.96 1.00 0.38b) .50 15.8 —— C+2 
Packard.......+.0-- BEE RASA ES aE 340.71 70.06 32.75 3.70 218 0.15 0.32 .28 0.17 10 8621.9 408 C+2 
Raybestos Manhattan.......... Be ae 57.13 20.62 12.58 33.70 20.03 2.19 2.63 2.70 1.48 2.12) 116 142 Be 
(TOES | ESS eee ee awaunlainenaet aD 13.88 3.99 45.89 13.32 2.86 7.17 7.00 1.88 3.00 6.5 15.9 Bo. 
| $$ ——$__—__—__—_—_—- $$ 
i Giewedl WVMIMET: «550 sc csssucaseel ocecsec ce ces SOO 26.60 13.99 17.58 10.99 0.85 1.58 1.50 0.56 75 10.5 18.5 C+2 
Studebaker........ See: Se Se ccee outa 364.19 66.28 22.64 14.57 9.82 0.47 1.23 1.20 None 50 15.0 38.2 C+? 
Thompson Prods....... Riviere Pies SE 13.06 11.99 41.71 39.97 2.68 ee 2 ae ee 2.00 5.7 15.9 Bi 
Timken-Detroit Axle. .... GEN seahcenicnseuencrcs ma ames 20.70 23.51 22.56 23.69 2.18 5.18 485 1.50 2.00 6.0 13.1 B3_ 
Timken Roller Bearing. ......--ssseceesseeeseee 108.67 37.68 29.39 22.25 1214 2.99 266 250 3.06 200 202 168 B2— 
| White Motor.....-.+-- TSR ee ee voce ABOMS 25.59 21.59 46.77 34.54 d0.38 4.94 4.75 None 1.25 5.4 —— B3- 
| WINDER DONTIANE c50s ss 500 taiacesaiesen cosets IGT IS 16.87(b) 9.74 848 4.46 d0.52(b) 1.33 1.50 None —— 10.9 —— Ci | 
a—Excl. of 100% stock dividend in Feb. 1936. b—1937-39 inclusive. e—Net Operating Income. f—1942 Gross; 1943 Not Stated. a 
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thing else. The worst situation is in bodies, since Briggs 
and Murray, as well as the Fisher Body’s Cleveland 
lant, are heavily in aviation work which may continue 
until Japan is defeated. This might mean big interim 
business for Budd Manufacturing, and Hayes, and also 
accounts for recent reports of a possible merger between 
Willys and Hudson, to obtain the latter’s body-making 
facilities and dealer setup. ‘These rumors have been de- 
nied, however. 

Wall Street has probably been more excited than De- 
troit over auto mergers. Even a combination of many 
little independents probably would lack sufficient capi- 
tal to compete with the “Big Three” very successfully. 
Graham-Paige is said to be proceeding with plans to 
enter the farm implement industry and its re-entry 





into the auto business does not appear to have been 
definitely decided upon. However, any combination of 
independents, or any new company, which the Fisher 
Brothers might decide to back, could doubtless be able 
to secure ample capital, either from the Fishers them- 
selves or the public. Press statements issued by the 
Brothers indicate that they have big plans in mind and 
that these will probably be in the automotive field. They 
have thought about leaving General Motors for some 
years, but their new plans do not seem to have fully 
“Yelled” as yet. 

The parts makers in Detroit have big plans for diver- 
sifying their products, according to a survey of eighty- 
five companies made recently by a Dow-Jones represen- 
tative. Home freezers, automatic auto windows, elec- 
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Big GM affiliate, normally in auto parts, air i ‘ 
growth ti , and Pp 





ics; now largely aircraft and marine accessories. 
y should retain important postwar status, with patent royalties a moderately stabilizing factor. | 


Company ‘“‘in in the black" since 1932. Fair cash position. Recent 











Well established in special field, but wartime growth relatively moderate. Normally business about 40% automotive, balance in plumbing, building, h 
Earnings erratic, but dividends since 1925. Cash small, 


craft, etc. Now has commenced fabrication of magnesium alloys. 


hald 








This stock achieved investment status due to well-diversified products, earnings stability and a> financial — 


, Cash about 70% of debts. In addition to auto parts business 
i t, etc 





for leading car makers (about half of sales), company normally makes Norge h 








Second largest in roller-bearing production, but relatively small, with little war growth. Sales well diversified, plant highly hanized, r ersi 
Exceptionally strong cash position, liberal dividends, good yield. 


due to low cost of operations, small payroll. 


easy. Earnings record excellent 








Sales and earnings somewhat erratic, but dividends paid since 1934 and no change in $2 rate i 
$2 dividend appears liberal considering relatively small cash. 


lines, including pressed-steel, plumbing-ware. During war has been making airplane parts. 


dicated. Biggest ind dent body (Chrysler best eustomen), with side 











Leading producer of auto castings with some other products. Profit margins relatively low. Currently at work on castings for military engines, cast steel tank-tr treads, ¢ ete. ic. Eamings 
tecord somewhat erratic, but current dividend adequately covered and ratio of cash to debts above average. 





Number two auto producer, but only moderate gain in wartime sales, and share earnings (after reserves) sharply lower than prewar. 


Present $3 rate buttressed by strong cash position. Yield relatively low. 


About two-thirds of earnings paid out in dividends, 





Medium-sized hine tool ft 





, with truck and tractor parts about 80% of sales. 





$3 rate well protected, howd he * times in n 1943- 4). Cash position fair, price 


ratio relatively low. 


Record poor in early 1930s, but substantial gains in recent years; current 











Makes about half of aut pnd ae p r of aircraft b 


engine b 
Post-war outlook seems ante 4 despite ret busi ash p 





Growth substantial and fairly steady, profit margins fair, earnings and dividend record good. 
good, $2 dividend currently well protected. 





hil ie yo we 





Leading upholstery fabric maker for 


it with f and 
and fully covered by cash. Common stock volatile due to quan *s substantial inventories _ changing profit margins. 


for 15% of sales. Earnings erratic and adversely affected by war, but debts small 





{Important auto and aircraft parts producer with excellent growth record. Earnings and dividend history above average. Present $3 rate fairly liberal considering fact that company 


is now heavily in aircraft work, but cash position satisfactory. Capitalization moderate. 





Leading independent producer of starting, lighting and ignition systems, with numerous sidelines. 
big profits of 1929. Cash and current position only fair considering funded debt. Peacetime conversion not difficult, replacement business may help stabilize earnings. 


Earnings and dividend record fairly good, though company has never regained 





Leading maker of storage batteries, with nt sales. 
y 


paid out in dividends, this appears ly strong cash position. 





, Wartime growth less than average. Earnings and dividends exceptionelly stable; while practically the entire earnings are 
Conversion problem simple. 








Biggest auto maker, with sales last year of $3,732 millions. 
March. Net earnings fairly stable in recent years, d g 





Maintains heavy ~ position ($657 millions March 31st); current ratio 2-to-1. 
d $3 rate fairly generous in relation to earnings. 


Billion dollar V-Loan credit unused in 





Ranks about fifth in pre-war production, but earnings and dividend record poor. 


oe. cash position substantially improved, nearly equalling debts. 
it eavy P 


Loss of important war 





contract may reduce 1944 earnings. Long-term outlook hard to gauge due to antici 





A leading producer of heavy trucks and buses with substantial repair and replacement business. 
Cash position good, and $3 dividend rate can probably be maintained, though somewhat generous. 


with substantial war gains, 


Good growth record with heavy war business. Share earnings somewhat erratic, 





Company has well-diversified auto-parts line but faces considerable petiti 


t division. Products used principally for original equipment, making busi- 








lly 
, but cash pore ~ hy phe $1 dividend reasonable. 











ness cyclical; now fully in war work. Earnings and d d quite irres mn 
‘One of the two leaders in its line, with substantial replacement business aa some diversification in outside lines such as oil heating equipment, wooden liquor barrels, etc. Cash 
covers debts. Earnings quite stable in recent years, present dividend appears secure. - 
Combination auto-refrigerator company since 1936. Earnings record tisfactory despite this diversification. 50c dividend represents about half current Cash positi 
telatively strong. Company will benefit by peacetime refrigerator demand though its position in the auto field remains a al competitive. 








1 pee 


) share i ti ve due to the hugh number of shares (15,000,- 








While sales last year were about five times prewar level, (largely due to airp 
). Cash postiion only fair in relation to liabilities. 


Fossont 10¢ dividend will fpouate continue. 








Sales and share earnings good, though wartime record slightly d 


good, explaining liberal dividends. 





mally about half in auto business. 


Cash posit! 
Yield attractive, though dividend | poo ne al anticipated year-end $1 payment) seems a little high for readjustment period. 


Leader in brake-linings and related products; nor-_ 








Medium-sized diversified parts producer, with diversification in mining and 


ments (since 1936) generally conservative. Cash position fair, current $3 dividend appears secure. Pric 


ts. Earnings in red 1930-33 but increased sharply in recent years. Dividend pay- 
e ratio low substantial growth. 








About half prewar sales in auto products, balance diversified. Heaters developed for war use may have peacetime possibilities. 
Earnings in recent years disappointingly low, and cash only fair. 


vehicles plus other lines, provides stabilizing factor through service sales. 


Alemite lubri , used on p cally all motor 








Leading car producer after the ‘Big Three’. Huge wartime growth in sales, but profits remain small. 
bomber engines (under Wright license). Post-war outlook uncertain due to change-over problems and severe long-term competitioz. 





25c dividend 1943-4, Cash position only fair. Current production principally 





Sales have shown substantial growth and share earnings have kept pace. Dividends have remained ultra-conservative, building up good fi ial positi I 
and preferred ahead of common. Company is substantial producer of auto and aviation valves and related parts. 


WW 





er, there are bonds | 





Important maker of rear-axles for trucks, buses and cars. Growth record excellent, with substantial gain in share earnings in recent years; about 40% of earnings paid out. 
Id heaters may effect oil heater division. | 


position sound and post-war outlook fait, though radical new types of h 


Cash 








+ bil 


Well entrenched as a leader in the b field, including machi ry as well as 


, the Pp 


y is trying to diversify further. Share earnings have been generally steady 








tad 





and the exceptionally strong financial position has p d payments. 





One of the leading truck producers, with diversified line. Earnings were unsatisfactory up to 1939, but have improved substantially during wartime, itting derate dividend 
Company faces further renegotiation on wertime earnings, and growing competition in light truck field. 


payments. Cash seems ample. 








Sales | jumped from $9 million in 1939 to $167 million last year, due to war b 


Share 


erratic, and in red during 1938-40. Stock looks relatively high in relation to 





earnings, the recent advance reflecting hopes of p prog under new management. 
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tronic devices, pre-fabricated houses, hosiery machinery, 
butter slicers, etc., are among the varied items sg eons 
This seems to be a move in the right direction, if these 
companies are to avoid the sharp ups and downs which 
have featured the automobile business in the past. 

The recent advance in the low-priced motor and ac- 
cessory stocks, based partially on fact and largely on 
rumor, has in the writer’s opinion placed many of these 
issues on a purely speculative footing. While the out- 
look for the industry appears bright, reconversion de- 
lays, bottlenecks, labor troubles and fresh competitive 
factors may spell trouble for some individual companies. 
Those interested in these stocks should, therefore, give 
greater weight to pre-war records and current financial 
resources than to new management factors, important as 
the latter may be from a competitive angle. 

Even the better stocks in the auto and accessory groups 
appear overpriced in most instances and are, therefore, 
prudent buys only on reaction. 

Following are comments on the stocks in the accom- 
panying smaller table, which includes some of the most 
speculative issues: 

American Bosch had a very unsatisfactory pre-war rec- 
ord, but a meteoric rise in wartime sales has permitted 
modest share earnings and small dividend payments in 
1942 and 1944. The company discontinued its old line 
of radio products in 1938, and is now principally in auto 
accessories and diesel engine parts, plus war work. Cash 
positon is moderately good. 

Briggs & Stratton is comparatively small, but leads in 
production of automobile locks and small portable gaso- 
line engines (for use in washing machines, garden 
equipments, refrigerators, house lighting, etc.). The com- 
pany has an unusual record of stable earnings and divi- 
dends, and appears to have good post-war prospects. 

E. G. Budd Manufacturing appears to be over-capi- 
talized—with bank loans, two issues of preferred and 
1,656,808 shares of common stock. Cash is also low in 
relation to debts. Profit margins have been low during 
the war—about 1-2%. The company has tried to diversify 
by making streamlined passenger cars, etc., but appears 
to be in weak position to meet post-war competition 
after the rush of business is over. 

Budd Wheel has a somewhat better earnings record 
and stronger cash position than Budd Manufacturing, 
though the current ratio is not quite as good. The com- 
pany is the third biggest maker of wheels, hubs, brakes, 
etc., and has also diversified into other lines. Occasional 


dividends have been paid and the present 50c rate seems 
likely to continue. 

Graham-Paige had continuous deficits for many years 
up to 1941, but substantial war business has permitted 
modest share earnings for the past three years. With a 
rather weak financial position, the stock is currently 
selling on hopes of more effective management policies 
due to entry of new interests. 

Houdaille-Hershey has had a fairly steady record of 
earnings and dividends since the early 1930s, though 
wartime earnings have been disappointing. The com- 
pany’s operations are well diversified both in the auto 
industry and other lines. Cash position is somewhat 
above average, though the current position is only 1.2- 
to-1. The present $1 dividend, while rather liberal, may 
continue. 

Hupp Motors, one of the small independents, reported 
deficits for many years, but has managed to get into 
the black on war business. At the end of 1943 cash 
(though small) about equalled all debts. Due to its 
small resources the long-term outlook is dubious. 

Kelsey-Hayes Wheel has a well established position, 
doing a big part of its business with Ford, General 
Motors and other leaders. The earnings record of the 
“leverage” B stock has been fair, though there were 
sizable deficits in 1938 and 1933. Dividends have been 


‘paid in the past three years and the present $1.50 rate 


(about half the earnings) seems likely to continue. 
Financial position is fair. 

Reo Motors is one of the small independents, with 
dwindling sales and a long string of deficits until the 
war revived earning power and dividends. The company 
now has a satisfactory cash position, however, which 
should permit it to bid for post-war truck and bus 
business. 

Reynolds Spring makes about one-third of all auto- 
mobile upholstery springs, but has also attempted to 
diversify. Earnings and dividends have been somewhat 
erratic, with the wartime record disappointing. Finan- 
cial position is fair. The indicated dividend rate of $1 
seems Over-generous. 

Thermoid Co. is a leading producer of brake linings 
and similar products for autos and industrial equipment; 
it has also gone in for research in synthetic rubber, 

lastics, etc. Earnings have been rather poor and cash 
is low, but the 10c quarterly dividend may be supple- 
mented by a year-end extra. The company is handi- 
capped by severe competition, but reconversion is easy. 
































POSITION OF LEADING AUTOMOBILE, TRUCKTAND AUTO ACCESSORIES STOCKS 
-——In Millions of $——,_ , In Dollars Per Share . Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings For: Invest- 
1943 Avge. Work. Book Cur. Avge. 1943 Est Div. Est. Est. Avge. ment 
Gross Gross Cap. Value Assets Net Net Net 1936-9 Div. 1944 1936-9 Rating 
Amer. Bosch Corp........ $50.09 $6.54 $4.09 $12.47 $5.91 $d0.73 $1.94 $2.75 None 1.00 62 —— C+1 
a pee beuuoa'e 16.72 5.17 2.13 13.51 7.17 3.22 408 3.50 3.12 3.00 13.4 14.5 B3 
TO OS 116.62 32.69 16.80 16.11 10.14 d0.54 1.03 1.25 None — 83 — (C1 
Budd Wheel............. 48.65 12.61 1.61 7.87 1.67 0.38 1.46 1.85 010 .50 5.5 266 C-+1 
a Ribw sinc sums 1.06 9.20 2.43 1.01 0.56 d0.51 0.30 30 None —— 17.9 — (C2 
Houdaille-Hershey “B"... 62.66 17.22 8.55 9.01 10.90 1.48 1.53 1.35 1.28 1.00 121 11.0 C+3 
Hupp Motors............ 5.40 0.90 0.64 1.81 0.39 d0.98 0.18 .20 None — 243 — C2 
Kelsey-Hayes “B"’........ 87.96 23.29 5.03 47.68 19.61 d0.05 3.27 2.75 0.38 1.50 65 —— C+3 
Reo Motor.............. 36.01 9.33(a2) 6.11 17.52 13.15 d1.01(a) 1.87 2.00 None .50 60 —- (Ci 
Reynolds Spring.......... 8.91 5.56 1.14 10.50 3.93 0.57 1.22 1.10 0.50(b) .75 12.0 23.2 C+2 
Thermoid Corp........... 15.01 5.90 1.87 440 3.12 0.19 0.61 50 None .40 17.2 45.3 C+3 
a—Predecessor Co. b—Exclusive of 100% stock dividend in June 1936. 
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Gauging The Future Of The 





STEELS 


BY 


A werica’s steel industry currently is operating at 
near its full capacity of over 94,000,000 ingot tons. ‘The 
rate of outturn of products tops anything in the indus- 
try’s history. Despite these ordinarily powerful factors, 
earnings of individual companies have sagged in the first 
half of 1944, almost without exception, following a trend 
plainly in evidence since 1941. 

The outlook for steels in the light of this circumstance 
and with the added certainty that demand for basic metal 
will undergo contraction, at least temporarily, after the 
war is ended, is cloudy to say the least. 

Other metals have come up into new prominence 
during the war—notably aluminum and magnesium— 
and the allocation of both steel and iron to munitions 
making has given plastics and other metallic substitutes 
a freedom from competition that magnifies their nat- 
ural adaptability. When the munitions demand is over 
this situation will change. Plastics, it seems easy to pre- 
dict, will again find its chief outlet in products never 
made of steel, and as for 


a 
4 


; Mee Te % 


Af 


‘ie 


LEONARD ROGERS 


amount incapable of cutting off any appreciable per- 
centage of steel usage. 

The question steel manufacturers are asking them- 
selves is not so much what volume they may lose to other 
metals or substitutes as it is how they are going to find 
outlet for their own high capacity with or without com- 
petition. 

The steel industry, too, has had a wide expansion in 
the war period. It added 12,000,000 ingot tons of Ca- 
pacity after January, 1940, when the American Iron & 


Steel Institute rated capacity at 81,619,000 tons. That’s 
about 15 per cent expansion. 
Not all of this came from new construction. The 


steel industry is an old going concern and it had a lot 
of obsolete equipment lying around when Japan bombed 
Pearl Harbor. With the demand for all-out production 
of steel, as much of this old equipment was put into 
operation as could be fixed up quickly. 

All of this marginal equipment will go out of com- 





the new and relatively high 
capacities in the other 
metals, steel undoubtedly 


STEEL STOCK GROUP VS. 283 STOCKS 


mission promptly when the 
war emergency ends, re- 
gardless of upcoming civ- 
ilian demand for steel. 





will remain, for consider- 
able distance into the fu- 
ture, a preponderant 95, 


Aug. 26, 1939 = 100 


| This probably will cut cur- 
:| rent rated capacity back 
from 94,000,000 tons to 





per cent of all structural 
and fabricational metals in 
use in the United States. 


90,000,000 tons. 
Such a move will reduce 
costs of production mate- 





_ Consider aluminum, for 
Instance. American capa- 
city for producing this 


rially, since the out-of-date 
equipment now being used 
is exceptionally costly to 








light, white, rust-resistive 
metal has boomed during 











operate. 
Some of the newer ca- 











the war. It has reached pacity, too, probably will 
approximately 1,500,000 70 ny ueeee lis SESUEEEE WUeRa ct tverey fvvOYT aVeni iv uid be placed on the shelf for 
tons. This seems fearfully 1939 1940 1941 1942 1943 1944 considerable time to come. 
large compared to pre-war Electric furnace _ steel 
production, yet is an capacity which jumped 
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from 1,883,000 tons in January, 1940, to 5,351,000 tons 


Some had been out of business for twenty years 


solete. 




























































































































































































in January, 1944, will be much more than will be needed or more prior to Pearl Harbor and have been making 
in post-war civilian life. It isn’t all needed today and very costly pig ron. They will be taken out of produc- i 
only about 70 per cent of this particular capacity is in tion as quickly as possible. “ 
use against over 97 per cent operation for all steel ca- With its after-war trim down of capacity, the basic coll 
pacity. This, likewise, is equipment costly to operate. industry will still have between 8,000,000 and 9,000,000 7 
A further normalizing of the cost of production will tons more than it had in 1940, according to unofficial Has 
be derived from a lessening of the percentage of pig iron but reliable survey. It is possible that some of this holc 
used in steel making. It is high now because it can be will be unavailable in the first year or two after the war’s ae 
introduced molten into the open-hearth furnaces, quick- end because all equipment has been held at forced draft Sch 
ening the steel-making process, and because available for three years or more and the industry may be counted of tl 
scrap has been skimpy at times and for the still further upon at the first opportunity to take some of it out of pes 
reason that a superabundance of blast furnaces have been commission for much-needed repairs. : 
; : inge 
in operation. The late Charles M. Schwab used to laugh when some roy 
Some of these blast furnaces are even worse than ob- of his colleagues complained (as they often did) about i 
e e e 
Position of Leading Steel and Iron Stocks 
7— In Millions of $ ——\ In Dollars Per Share Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings For: Invest- 
1943 Avge. Work. Book Cur. Avge. 1943 Est. Div. Est. Est. Avge. ment 
Gross Gross Cap. Value Assets Net Net Net 1936-9 Div. 1944 1936-9 Rating 
NIRA, Sl opk accokincanixe cuore erennaae $35.63 $16.25 $7.03 $51.01 $21.44 $4.83 $6.08 $5.00 $2.94 $3.00 11.5 13.0 B2 —- 
SES: Ee ee Cee ee = = earning 
RMR chic irdaneaseetderstouncact 114.52  37.33(b) 15.13 2467 11.98 1.18 291 250 0.94 200 10.4 222 Bg oe 
Ee a eee s earning: 
NIN oasis takescangansakununienanses 199.26 95.53 58.84 34.20 20.50 1.23 142 1.00 0.99 1.00 15.5 126 C+3 Fas be 
= a ewer — S. Series A 
I 555. c0npnicnstunsnctnbouasessh seed 1902.81 350.56 220.50 150.59 73.89 3.76 858 650 2.00 6.00 95 162 C+3 Onder | 
— . 5 one to « 
Rh odinntccuspevsexenticecnenstananes 2415 5.38 3.96 38.90 15,02 41.79 284 1.50 None .50 7.5 —— C+3 ae 
oer ee — c $1.74¢ 
Gilets Mel BGnt. 5555. cnccrereenservnvenscss 50.27 23.70 12.07 45.85 21.45 0.98 240 3.00 0.31 1.00 60 183 C+3 Euniap 
— = (1943). 
SM isx00s5s-00cs-cncansasesnvkavennein’ 22.26 17.41 5.96 63.01 29.82 3.78 3.46 3.00 1.57 1.00 10.0 7.6 C+3 ee 
irs a Se es See pat en ee te mo, Ind 
IE: dadisenscuckkusearacvghnesiannaentee 209.43 45.85 42.66 150.75 96.08 0.67 7.48 7.50 None 3.00 45 50.0 C+2 ar 
PS ee se = a dividens 
PN 5a voi sascc0 cence arcsensccnnnens> 24.27 10.36 6.92 38.34 14.70 256 1.94 1.00 1.44 .90 930 9.0 C+3 mee 
; = fire brick 
DO Mtns e- ss ssvesosnescsessccereeeerees 17.22 9.98 6.02 3468 15.76 0.36 1.45 1.00 0.59 .35 14.0 364 C3 eee 
facilities 
RIND. 5 550cniosns0 <nseskasereanes> 31.56 14,08 7.91 22.97 592 1.66 1.38 1.00 1.44 1.00 190 11.0 C+3 Seen 
ae of urgen 
RE iaininxvnsiosnenscnisiobansniee aces 203.68 99.76 62.83 75.22 3847 682 6.61 6.00 400 450 14.0 12.4 Bg re 
a se teductio 
RRs sicvssokvintdoivsalineontenerswesiss 39.88 1829 1434 2499 7.17 018 0.55 .50 016 .35 19.0 51.3 C+3 ee 
whele in 
SARE Dice .<ssxirsvesesvvensenvsssess 280.67 100.27 86.06 92.17 53.72 d4.3%a) 4.11 250 None 2.00 10.0 —— C+3 So 
: Co. bon: 
Moytens Med & Wike..........csssccccccseseresees (c)15.38 10.86 3.23 1461 427 1.43 1.44 1.60 0.88 1.20 140 15.9 C+3 Samed 8 
-_ mw fence anc 
I si ckiinssvsaceessteadianbehseaniers 256.16 122.64 54.89 76.54 24.88 5.79 5.30 4.50 243 3.00 142 11.2 Bg roe 
calles uhm aon allowing 
MN vinisscksvisssanvenedenvenswanveness 549.06 210.00 11483 41.44 20.25 0.85 1.77 1.00 None 1.00 20.0 22.5 C+3 Vick lev 
a a —" — = privately 
A is ctuessnisvvevsearsdaursbnggeghiens 39.91 17.02 9.39 32.41 23.97 113 1.81 1.00 0.56 .50 16.0 13.7 C+3 inaki 
= pi eh Se - steels thr 
Superior Steel. ........-ceceerereeeceescevesececece 26.25 6.21 1.31 98:59 11.59 1.96 5.06 2.50 None 1.20 9.0 17.3 C+3 Semlags 
Bee hes snicn cara ncncdaocmronens 15.59 13.37 955 4312 13.73 318 231 1.50 253 1.60 930 114 C+3 Po 
—_ — _ — _- _— ~ — = product. 
SPINE isan cnsisn.nncrssenennrnceseece 1976.84 1037.42 519.34 143.71 59.67 2.50 4.39 4.00 0.25 4.00 15.0 93.2 C+3 FE 
ngs 
ee A ALIN ROE ees — of divide 
I 5 si <accinnenssvarixaunenunants> 245 2.89 213 25.69 12.92 254 0.45 .40 1.25 .30 200 122 C+3 
Governm 
—<—<—<— $— — — —_—_—— ————— ae . _ - a - to 
IN bis 6inctcChiosasyinasnannpineeen 121.35 79.80 45.99 95.14 80.68 3.15 4.43 3.50 None 1.50 9.0 9.0 C+3 J Oo” 
ra 
—————__- Se ns ————$_—_—_—_—__——. with seco 
hi ois 5.05 sksssredesnkincnkiviannnorens 11.80 7.86 3.61 57.42 10.76 2.88 3.00 2.00 None 1.50 11.0 7.4 C+3 fo 
ings $ 
—— as ——____—_____— — Ils som 
Youngstown Sheet & Tube...........0scersceseseeees 224.88 118.41 102.05 93.68 60.92 3.93 4.31 3.00 0.81 2.00 140 98 C+3 fp — 
ings¢ 
————————— - - ee , a shares, 
a—Before merger with Otis Steel. b—1939 only. c—Company, only. , » seclall 
= - —~-_- 
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too much steel capacity. It was his continuous conten- 
tion that at any given time in his life one could look 
ahead a few years and see a need for more capacity than 
the steel industry had. He was right so many times his 
colleagues quit arguing with him. 

It must be conceded, however, that industries grow up 
eventually as do all other growing things. Some are 
holding now that the steel industry has reached its ma- 
turity and possibly its ultimate stature. With Mr. 
Schwab no longer here to re-assert his optimism, no one 
of the steel administrative family is undertaking to guess 
when in the future more steel capacity than 90,000,000 
ingot tons will be needed. It’s easy to find one who will 
claim that amount is more than is needed now or in any 
reasonable length of future. 


Cut backs on general munitions after the defeat of 
Germany have been estimated at around 40 per cent, 
leaving 60 per cent to finish off our enemy in the East. 
A 40 per cent reduction of steel demand would put mak- 
ers into deficit operations. 

No such contingency is in sight, though, because the 
steel-using industries are anxious to start off civilian pro- 
duction at the very moment of any war-emergency let-up 
and virtual acquiescence has been given by the War 
Production Board. What remains to be learned is how 
quickly the steel-using manufacturers can re-convert to 
peace-time from the war work they now are doing. 

The automotive industry, an important outlet for 
steel, is talking about 2,000,000 passenger cars and trucks 
in the first twelve months after (Please turn to page 588) 





ivstments and contingencies. The $1.20 dividend rate is well covered and seems good for the duration. 











Comment 





Current earnings continue at stable level and outlook seems to warrant expectation of declaration of small extra dividend, perhaps 50 cents, in the last quarter. Reported interim 
earnings were after provision for contingencies and renegotiation of government contracts . 


Net sales of first quarter were more than $25,000,000, 
earnings revised slightly downward after renegotiation. 


First half earnings continued downward with indication that regular dividend will just about be covered for the year. Company redeemed this year $1,500,000 of its 3!4 per cent 
Series M debentures. Still outstanding are $8,500,000. Acquired two additional metal culvert companies this year. 


Order book has declined materially through completion of certain contracts of shipbuilding division. Unfilled orders for steel continue near peak. Company has sold $60,000,000 
one to eight-year serial debentures on a private placement basis. Three old issues will be redeemed in October. 





Interim report shows stability of earnings after estimated refund on account of renegotiation of 1944 war business. 1943 











Interim earnings in decline. War business is subject to renegotiation. Earnings for nine months (June, 1944) $1.51 against $2.62 previous year. For 12 months (June, 1944) 
$1.74 against $2.48 in 1943. Post-war demand for company’s wrought iron pipe considered promising. 


Earnings nine months (March, 1944) $2.11 against $9.14 (1943). Not in first quarter this your was $663,225 against $416,389 (1943), equal to $1.18 on common against 74 cents 
(1943). Facilities at Pueblo plant being increased. Expect maintenance of $1 dividend rate. 


Interim reports show slight improvement in earnings. C y is not integrated, does not produce its own ore, coal or pigiron. P 
mo, Ind., and Canton, O., latter a critical manpower area. Small dividend to continue. 








dard sheet products. Plants in Koko- 














Interim income, subject to renegotiation on war contracts, was down 30 per cent from 1943. Company is a leader in alloy steels but has had an erratic back record in earnings and 
dividends. Present $3 dividend rate is secure for duration of war. 


Eamings continue in decline. Estimated dividend slightly lower than in 1943. Earnings for 12 months ended June, 1944, were $1.51 against $2.15 (1943). Company produces 
fire brick used largely in steel and iron industry. Immediate post-war outlook good with furnaces needing repairs. 








First quarter earnings were down to 27 cents on common due fo shut-down of part of plant in January and February while Defense Plant Corp. addition was being coupled to company 
facilities. Second quarter did not show improvement, thoegh added equipment went into operation in late March. 








Earnings continue in decline. Another fire-brick unit furnishing the steel industry and hampered now by reluctance of companies to shut down furnaces for needed repairs becouse of 
of urgent demand for all possible metal tonnage. 





Earnings thus far this year show stability. C y has red d $1,400,000 114 per cent serial notes (last remaining) which removed indenture covering issue. Some pat of 
teduction of capital debt expected to be applied against 1944 excess profits tax. 











Earnings show fair stability. Company makes pig iron and coke. Foundry customers have been cut off from source by demands for pig iron in steelmaking. Pig iron capacity of 
whele industry has risen nearly 12,000,000 tons since the war began. 





Heavy steel producer. Earnings off further in interim reports. Basic competitive position has been considerably strengthened in recent years. Company called part of Otis Steel 
Co. bonds. Acquired steel barrel making unit in Cleveland. $2 dividend indicated. 


Earned $1.94 in year ended June, 1944, up moderately from $1.44 in previous 12 months. Earned 65 cents in sec ond quarter. 
fence and bolts and rivets. Makes its own steel. Switch from war to peace-time products will not present any problem. 





Company makes wire and wire products including 





Earnings continue to show stability. Weirton plant now producing large calibre shells, fir st contract at that plant for finished munitions. Company has made new union agreement 
allowing vacations with pay at estimated cost of $1,000,000. $3 dividend seams secure. 





High level of operations maintained but earnings continue in decline. First half (1944) 58 cents, (1943) 88 cents. Earnings subject to renegotiations. Sold $50,000,000 of bonds 
privately. Called two issues of parent and one of Gulf States subsidiary. Has arranged serial bank loans of $24,000,000. $1 dividend likely. 











ble outlets for its full line of 





Second quarter earnings showed a steep decline after a fair first quarter. Income on war contracts subject to tiati Company has 


steels through subsidiaries and affiliates. Needs more production. Post-war outlook for salas fair. 





Earnings in the first half were off to $1.78 from $3.13 (1943) with $1.09 of that being made in the first quarter. Deductions after taxes included substantial sums for post-war ad- 





Interim earnings declined. Wolume of company business is off 10 to 15 per cent which about corresponds to decline in overall demand for cast iron pipe, the company’s chief 
product. Recent easing of pipe restrictions may help final half earnings. Nation's biggest producer of pipe and fittings. 





Earnings held up well in first half, although operations went down to less than 96 per cent of rated capacity in second quarter. Heavy year-end shipments would assure continuation 
of dividend rate. Capital obligation of $4,213,630 retired in second quarter leaving outstanding long-term debt of $130,336,000. 





Government restrictions on the use of pig iron and scrap for non military purposes has sharply curtailed company operations. It makes cast iron pipe and fittings for water and gas 
conductor lines. Sold off part of mine properties in 1942. $4,000,000 sinking fund notes issued privately last year. 








OPA granted company steel price increase in July to cover hardships developed by war program at plants in Benwood, W. Va., and Portsmouth, O. First half earnings fairly steady 
with second quarter outstripping first. Fully integrated light steel company. In peace-time hig tage of steel keted to end-products subsidiaries. 








= 





Earnings steady in first quarter but declined in second. $180,000 set aside for contingencies in half. A leading prod of h 


g in the Birmingham district. 
Sells some coal and gas. Owns and operates its own mines. Location aids post-war outlook. 


t pig iron op 








Earnings declined 33 }¢ per cent in first half. Operations continue high. Di given right to issue convertible obligations carrying rights of conversion into common up to 300,000 
shares, Company called in July entire issue of $14,995,000 4 percent debentures due 1948. 
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Impact of Synthetics 
There is no great new industry in 
sight comparable to the booming 
expansion of the automobile in- 
dustry after the last war. This time 
the greatest promise seems to be 
qualitative progress in established 
industries. Probably the most sig- 
nificant technological change of our 
time, affecting most industries in 
greater or lesser degree, is the devel- 
opment of a host of synthetic “raw 
materials”. The list is seemingly 
endless. Unlike natural materials, 
synthetics can be “designed” in al- 
most any desired combination of 
chemical and physical properties. 
Their possible uses in consumer 
goods are legion. Of all industries, 
probably the position and character 
of operations of the rubber fabric- 
ators will be most drastically chang- 
ed by synthetics. This is very much 
more than a matter of synthetic 
rubber. All of the big rubber com- 
panies have put a virtually unlimit- 
ed ceiling on development of varied 
synthetics and manufacture of 
numerous finished goods made of 
synthetics. Prospective products in- 
clude clothing, screens, insulation, 
cOntainers, adhesives, pipes and 
many others. It would appear that 
those who make both synthetics and 
finished goods from them will have 
a bargaining advantage over materi- 
als producers, as the latter seem 
headed for the most competitive 
environment in their history. 





Anthracite’s Bid 

Anthracite coal, in which con- 
sumption had suffered a long-term 
shrinkage, has had a considerable 
war-time comeback. The industry 
will fight to keep some of the gain. 
As one step, it has sponsored the 
development of a revolutionary new 
type of coal furnace — a 75 pound 
apparatus of novel design claimed 
to equal a 1,000 pound ordinary 
furnace in heating efficiency. It is 
said to offer remarkable economics 
in both initial and operating cost. 
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Oil Operations 


Sales volume in the oil industry 
continues to run at record high 
levels, with no let-down — other 
than seasonal — due before defeat 
of Germany. For the first seven 
months of the year aggregate use of 
oil products was 20 per cent larger 
than in 1943, with gasoline consump- 
tion up 25 per cent. Having a favor- 
able tax base, the industry’s earn- 
ings were up 34 per cent more in the 
second quarter than in the second 
of last year, and for the half-year 
were up about 36 per cent. It is 
estimated that third quarter earn- 
ings will about hold the second 
quarter level. Like the railroads and 
certain others, the gil industry is 
doing “better than normal.” Neces- 
sarily, earnings will decline materi- 
ally when war demands slump. off. 





Beer and Oil 


Oil and water do not mix, but 
apparently beer and oil make a feas- 
ible combination. At any rate, the 
Peter Fox Brewing Company, head- 
quarters at ‘Chicago, announces that 
it now has 2] producing oil wells 
in Oklahoma that are yielding it 
around $75,000 a month in income. 
It expects other wells to come in 
soon. Some are 100 per cent Fox 
Brewing Company ventures, some 
are owned 50-50 with Standard Oil 
Company of Ohio. Quite a few com- 
panies have a side line in oil. Union 
Pacific gets big revenues from oil 
holdings. General American Trans- 
portation, which owns a fleet of 
railway tank cars and manufactures 
cars, recently announced it had 
brought in oil well No. 1 on its 
property near New Orleans. 





Norfolk & Western 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Omnibus Corp. 





Diamond Shoe Corp. 





Richfield Wire & Cable 





Food Machinery Corp. 


Anaconda Wire & Cable ..............ccccscsssssseeee 








Jewel Tea 
Super Heater Co. ....... 





Weston Elec. Inst. Co. . 








Gaylord Container .. 
Great Northern Paper 





Lane-Wells Co. 





Sweets Co. of America 


Mid-Continent. Petrol, ....scs:cscsssscccscsceccsschesctvece 





Best Foods, Inc. 





Safeway Stores 


National Enamel & Stmpg, Co. .............04 





Crane Co. .... 





McGraw Electric 





Philco Corp. 





Raybestos-Manhattan 





Reynolds Metals 





Transwestern Oil 





Columbian Carbon 





Eastman Kodak Co. 





National Container Corp. 








Latest Year 

Period Ago 

7 mos. July 31 $8.81 $8.50 

6 mos. June 30 14 A0 

6 mos. June 30 1.02 90 

6 mos. June 30 43 38 

6 mos. June 30 1.66 1.11 

6 mos. June 30 6.34 2.87 

28 weeks July 15 88 62 
6 mos. June 30 1.35 1.27 

6 mos. June 30 2.11 1.84 

6 mos. June 30 “wae? 68 

6 mos. June 30 94 65 

6 mos. June 30 68 51 

6 mos. June 30 1.79 1.64 

6 mos. June 30 1.41 87 

Year June 30 2.25 1.64 
6 mos. June 30 3.86 2.84 
6 mos. June 30 2.64 1.53 

12 mos. June 30 2.03 1.46 
12 mos. June 30 2.11 1,97 
6 mos. June 30 1.39 lll 

6 mos. June 30 1.40 1.29 

6 mos. June 30 1.93 1.73 

6 mos. June 30 1.51 55 

6 mos. June 30 3.10 2.80 

24 weeks June 10 3.66 3.38 
6 mos. June 30 1.78 1.09 












| Warner Bros. Pictures 


Farm Machinery 


At the end of July the production 
of farm harvesting machinery was 
nearly 30 per cent behind the 
schedules set by WPB, with the ma- 
jor deficiencies in combines and corn 
pickers and binders. This is a re- 
minder that to increase civilian pro- 
duction requires much moré than a 
WPB authorization. Farm machi- 
mery makers are-not only short of 
skilled labor but in many instances 
are hampered by lack of component 
parts which they do not themselves 


‘make. The recently announced WPB 


civilian goods program is a mere 
shadow of the beginning of recon- 
version. It reminds one of the old 
gag: If we had some eggs, we.could 
have some ham and eggs, if we had 
some ham. 


Co-operation 


Affiliated Retailers, Inc., has 
been organized to develop, buy and 
promote merchandise cooperatively 
for R. H. Macy & Co. and the May 
Department Stores. It is believed 
other large retailers may partici- 
pate. 


Harbinger 


Prices of steel scrap constitute a 
sensitive and reliable barometer of 
coming changes in steel activity. The 
scrap market is gradually weaken- 
ing, and in spots is now below OPA 
ceiling prices. Unlike in peace-time, 
however, what scrap is now fore- 
casting is obvious to all: a transitio- 
nal decline in steel demand after 
defeat of Germany. 


Aircraft Outlook 


Though aircraft production will 
shrink hugely after the end of the 
war, Ernest R. Breech, president of 
Bendix Aviation, recently expressed 
the opinion that volume in the early 
peace era will be from six to ten 
times what it was before Pearl Har- 
bor. He believes that, to replace 
designs and equipment that will 
rapidly become obsolete, pilot-line 
production of new military aircraft, 
will continue at perhaps 25,000 
planes a year. He sees a market for 
perhaps 5,000 “feeder” transports a 
year to link smaller communities 
with major air lines; and a market 
for perhaps 10,000 private passenger 
planes a year, many of which will be 
“executive planes” for business use. 


Count One Out 


At least one of the major air lines 
—Capt. Rickenbacker’s Eastern — 
says it has no intention of trying to 
get into the trans-Atlantic field. 
This is not so surprising. Atlantic 
flying appears to shape up either 
as an intensely competitive free-for- 
all or a “pool” under tight Govern- 
ment thumb—either way, not too 
alluring. Eastern will concentrate on 
domestic flying, plus expansion in 
Central and S&uth America. « 


Vacuum Cleaners 
G. T. Stevens, vice president of 
Eureka Vacuum Cleaner Co., says 
that a market study made by this 
firm forecast consumer demand for 
8,000,000 vacuum cleaners in the 
first four post-war years. 





Sears Roebuck & Co. 


DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Texas & Pacific Ry. 





Atlantic Coast Line 





Reading Co. 





U. S. Freight Co. 





Timken Roller Bearing 





Amer. Smelt. & Ref. 





U. S. Plywood 





Allied Mills 





Motor Wheel 








Amer. Agr. Chem. 
Ches. & Ohio Ry. 





Commercial Credit 





International Nickel 





Melville Shoe 





Pennsylvania R. R. 





South Penn. Dil. 





American Airlines 








Goodrich, B. F. 





Atch, Top. & S. F. Ry. 








Latest Year 

Period Ago 

24 weeks July 16 $2.08 $2.26 
7 mos. July 31 3.86 7.19 

6 mos. June 30 8.85 10.99 

6 mos. June 30 2.35 3.71 

6 mos. June 30 62 1.98 

6 mos. June 30 1.13 1.82 

6 mos. June 30 1.20 1.29 

Year April 30 2.83 3.15 
Year June 30 1.92 2.53 
9 mos. Mar. 31 1.30 1.88 

Year June 30 2.90 3.22 
7 mos. July 31 2.11 2.30 

12 mos. June 30 3.04 3.43 
6 mos. June 30 87 1.04 

6 mos. June 30 1.01 1.08 

6 mos. June 30 2.27 2.98 

6 mos. June 30 % 1.71 1.99 

6 mos. June 30 3.58 4.71 

6 mos. June 30 3.23 3.49 

39 weeks May 27 1.36 1.46 
6 mos. June 30 7.28 9.43 
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Brevities | 


International Harvester Company 
has set up a foreign operations or. 
ganization to handle all its inter. 


national activities excepting Cana 
dian . . . Economist John E. Ham 
of the Biow Company expects “un. 
paralleled prosperity” after 1946 but 
makes the reservation that in the 
transitional meanwhile our gros 
national product may eonceivably 
drop from $200,000,000,000 a year 
to $105,000,000,000 and that unem. 
ployment may soar to 15,000,000 .., 
Black & Decker Manufacturing 
Company will sell all shares of its 
Cleveland subsidiary, the Black & 
Decker Electric Company, probably ade pr 
to its subsidiary’s president, Richard §-, quit 
J. Lamb, and a group of Cleveland§ ,. the 
investors, at a price of $800,000 . .. Bice wit 
WPB changes in the leather conser. ent any 
vation order will moderately ease Brazilian 
curbs on shoe production in the near gd Bue 
future . . ..Flow of war orders tof"?P!Y- 
General Electric, and all others in There 
; : : nancing 
the electrical equipment industry, caters | 
has turned sharply downward . ..§.. as 
Great Northern will receive bids not ppital a 
later than September 12 on its $100,- Bies bel 
000,000 refunding bonds, the biggest ) net in 
such operating in a long time... 
OPA plans to continue price con 
trols where needed for two years 
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“after the shooting stops”, but don't or 
bet on it because Congress will have p, 
something to say and the country isputes 
may he very tired of war-time con- Barges - 


trols . . . As of July 31 the Gulf By. anc 
Mobile & Ohio Railroad retired and fh 
cancelled $882,000 of its collateral 
trust A bonds and $100,000 of col- 
lateral trust B bonds . .. Companies 
long in the household equipment 
business are increasingly concerned 
by reported plans of many present §...)|1; 
war-producer companies to bring far of: 
out new lines of. post-war home ap: §3;7. 
paratus . . . Standard Oil of Ohio, hile te: 
mainly a refiner and marketer, if mity 
aggressively seeking further expan- Ff '$"0! 
sion of its crude oil production . .. 
Sharply reduced sales are expected 
for Brunswick-Balke-Collender as 
result of cut-back war orders and 
inability to increase non-war pro- 
duction . . . Food Machinery Cor- 
poration had remarkable sales ex- 
pansion of over four-fold in nine 
months to. June 30, with result that 
net per share for the first half of 
this year was $6.34 against $2.87 
a year ago. 
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BY JACKSON 





ARKET TRENDS: The bond market recently has been 
ting better and although the Dow-Jones averages for 
rty bonds gained only .go in the past two weeks, sec- 
d grade rail bond averages gained 1.10 and defaulted 
il averages 1.02. Municipal bonds continued to main- 
in high prices and the Dow-Jones municipal average 
eld remained at 1.72%. Since the war commenced, 
ndreds of communities have been refunding their debt 
ith issues bearing lower coupon rates. Many high 
ade preferred stocks have been making new highs, 
ith quite a few well above the redemption price. Once 
hore the writer advises investors to check the market 
rice with the call price before buying in order to pre- 
ent any possibility of a loss of capital. Australian and 
yazilian bonds continued to sell near the year’s highs 
nd Buenos Aires 3’s 1984 and 434’s 1977 recovered 
arply. 

There are prospects of a considerable railroad re- 
nancing this fall, which should be advantageous to the 
nriers by reduction in fixed charges and a tax advan- 
ige, as corporations are allowed a credit of 5% of their 
pital against excess profit taxes and any cut in coupon 
ples below 5% means a larger amount carried through 
bnet income. 




















UDSON COAL IST S.F. "A" 1962: This company has 
en doing better this year from the steady production 
fanthracite. In the first six months of 1944, earnings 
‘Bmounted to $554,422 as compared with $179,702 a year 
po. Earnings last year were adversely affected by labor 
isputes which closed mines on several occasions. Fixed 
arges were covered 0.58 times in 1943, 1.03 times in 
42 and 0.77 times in 1941. Company had a deficit in 
h39. Ihe company has strengthened its financial posi- 
on in the last two years and in 1943 it made up back 
ayments on the first mortgage bonds by turning over to 
he mortgage trustee, $1,750,000 principal amount of its 
ist mortgage bonds, which represented the $350,000 par 
alue annual principal sinking fund payment for the 
ie year period 1939 to 1943 inclusive. This issue is 
beculative, rated C 1, and has had a price range this 
tar of: High 70; low 55; last 68, yielding currently 
35%- The situation is one requiring watching and, 
hile temporary retention appears advisable, an oppor- 
nity to switch to an issue carrying less risk should not 
¢ ignored. 





















ALGREEN CO. EXCHANGE OF PREFERRED 
OCKS: This company, operating a national drug 
ore chain, proposes to issue 65,000 shares of new 4% 
loo par value preferred stock to be exchanged for the 
pw outstanding 414% preferred stock, callable at 104. 
special meeting of stockholders will be held on Sep- 
imber 22, 1944, to ratify same. Under the proposed 
lan, each share of the present 414% preferred will be 
ntitled to one share of the new 4% stock, plus $3 in 
wh. All unexchanged stock will be called by the com- 
any at $104. The call price of the new preferred is 104 
bt the first two years, dropping one point thereafter 
ery two years until it reaches 101. 
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Opportunities for Income and Appreciation 
in Bonds and Preferred Stocks 


D. NORWOOD 


WESTERN UNION TELEGRAPH CO.: On September 
5th stockholders will vote on a plan for refunding a por- 
tion of the company’s funded debt. It has two issues of 
callable bonds outstanding, the 5’s of 1951 and the 5’s of 
i980. The 414’s of 1950 are non-callable but the other 
two issues are callable at 105 and are now selling slightly 
above 105. 


U. S. GOVERNMENT TREASURY 4% BONDS: The 
U. S. Treasury has called for redemption on December 
15, 1944, the approximately $1,037,000,000 of outstand- 
ing 4% Treasury bonds of 1944-45. Holders of these 
bonds may, in advance of the redemption date, be offered 
the privilege of exchanging all or any part of their called 
bonds for other interest bearing obligations of the U. S. 


E. G. BUDD MFG. CO.: This company has registered 
60,000 shares of no par value $5.00 cumulative prior pre- 
ferred stock with the S.E.C. The proceeds therefrom are 
to be used to retire the outstanding 7% cumulative pre- 
ferred on or about October 15, 1944. On October 1, 
redemption price of the 7% preferred will be $207.71 or 
$110 plus accrued dividends from November 1, 1930, to 
date of redemption. Company is also registering and 
continuing to offer 35,868 shares of $5.00 cumulative 
prior preferred at rate of two shares for one in exchange 
for outstanding 7% cumulative preferred stock. 


HOTEL WALDORF-ASTORIA CORP.: Notice has been 
given that this corporation will pay interest of $15.00 for 
each $1,000 Debenture on September ist to registered 
holders of its 5% sinking fund income debentures due 


Sept. 1, 1954. 
AUTOCAR COMPANY: Stockholders of this Company 


have approved the creation of an issue of 150,000 shares 
of $20 par serial preferred stock, of which 50,000 shares 
are to be issued as Series “A” with 5% cumulative divi- 
dends. This Series “A” preferred stock will be distribut- 
ed to common stockholders on the basis of one share of 
preferred for each ten shares of common stock, payable 
on or about October 1, 1944, in lieu of any cash distribu- 
tions for 1944 on the common stock. All of the previous 
outstanding $3.00 preferred stock has been retired. 











RECENT BONDS CALLED FOR REDEMPTION | 
Redemp- 
tion 
COMPANY Called Price Date 
St. Louis Public Service 5s 1959........... $2,500,000 100 Sept. 1 
Southern Pacific 4s (Cent.Pac.S.C.) 1949..... Entire issue 100 Dec. 1 
All America Corp. Deb. A and B 4s 1969... Entire issue 100 Sept. 1 
Commerical Mackay Corp. Deb. 4s 1969.... Entire issue 100 Sept. 1 
National Distillers Deb. 314s 1949......... 497,000 102 Sept. 1 
National Distillers Deb. 314s 1949......... 375,000 101 Sept. 1 
Scoville Mfg. Co. Deb. 34s 1950.......... Entire issue 10214 Sept. 1 
Bethlehem Steel Corp. Serial deb. 1945 to 
Ei cuedececkscecdsncceenaceceeaded Entire issue Var. prices Sept. 1 
New Orleans Pub. Serv. Ref. 5s 1952....... Entire issue 101 Sept. 12 
New Orleans Pub. Serv. Ref. 5s 1955....... Entire issue 102 Sept. 12 
Western Auto Supply Deb. 314s 1955...... 275,000 101 Sept. 1 
Atlantic Coast Line (L&N) Coll. 4s 1952.... 9,600,000 105 Nov. 1 
Glen Alden Coal 1st 4s 1965........0000. 1,500,000 100 Sept. 1 
Schenley Distillers Deb. 4's 1952.........0. 1,200,000 100 Sept. 1 
Niagara Falls Power 1st 24s 1966......05. + 1,853,000 10632 Sept. 1 























573 











A LOOK AT-— 
New Stock Exchange Listings 


BY ROGER JAMESON 


Old faces appear before us so often that we sometimes 
look at new ones with particular interest, to try to dis- 
cover something that is not apparent in the faces we 
have seen so many times. It is the same way with new 
stocks, when they are listed on the Exchange, and there 
is interest in issues which have not been before us again 
and again for years. It is usually true that stocks listed 
on the New York Stock Exchange have previously been 
on the Curb or over-the-counter, but they have new light 
thrown on them when listed on the Big Board, and 
usually have a broader market. 


Panhandle Eastern Pipe Line 


A stock which was just listed last week seems destined 
to become the center of great interest in the course of 
time. This is Panhandle Eastern Pipe Line. It is one 
of the largest natural gas lines in the country, and was 
previously privately owned, with 25% of its stock held 
by Phillips Petroleum Company and 67% by Missouri 
Kansas ay Line Company, and much of the remaining 
8% owned by a small number of individuals. In recent 
weeks, the Missouri Kansas Pipe Line sold a large part 
of its holdings of Panhandle Eastern, offering it to its 
own shareholders, and some of them sold their subscrip- 
tion rights to new interests, so that there is a large 
number of public holders of the stock. At one time, 
Columbia Oil & Gasoline Company had a large stock 
interest in Panhandle Eastern, but was ordered to dis- 
pose of it by the S.E.C. and sold it to Phillips Petroleum, 
and later Columbia Oil & Gasoline, which had been 
partly controlled by Columbia Gas & Electric Company, 
was forced to dissolve. 

Panhandle Eastern Pipe Line operates gas wells in the 
Amarillo field in Texas, using its own output and pur- 
chasing natural gas from other producers, also operating 
in the Hugoton field in Southwest Kansas. From these 
two gas producing areas, the company operates over 
3,600 miles of pipe lines to near Detroit, Michigan. At 
the terminal, gas is sold under contract to the Michigan 
Consolidated Gas Company for distribution to indus- 
trial plants and other consumers in the Detroit and 
nearby districts. Panhandle Eastern has some other 
customers, but Michigan Consolidated is by far the most 
important. The gas wells, developed or proven, owned 
by the pipe line have an estimated life of over twenty- 
five years at the present rate of production and it has 
other reserve properities which may be expected to pro- 
long its output for a much longer period. Natural gas 
has been under Government regulation for some time, 
and in the past two or three years, several companies 
have been forced to make changes in control, with others 
under regulation at present. This has included forced 
rate reductions, with Panhandle Eastern ordered late in 
1942 to make reductions totalling over $5,000,000, but 
this was appealed to the Federal Courts. 

Panhandle Eastern has approximately $40,000,000 
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funded debt, 143,715 shares of $100 par value $5.60 pre 

ferred stock, redeemable at $108 a share, and 810,000 

shares of no par value common stock. Gross business in 

recent years has averaged about $18,000,000 annually, 

Net earnings available for dividends on the common 
stock averaged $3.96 a share a year for the six years 1938 
1943 inclusive. They were $4.33 a share in 1943 and 
$4.54 in 1942. Dividends for the six years averaged $2.21 
a share annually. The 1943 payment was $2.00. For 
1944, a total of $2.75, is indicated. 


The Hecht Company 


Sometimes a stock goes almost directly from family 
ownership to the Big Board. A case in point is The 
Hecht Company, which had been owned by one family 
until late in 1943. There had been only 9,492 shares of 
common stock, all owned by the family, until it was re 
classified in December, 1943, into $5,270,400 of 414% 
preferred stock and 740,376 shares of common stock. 
The preferred was later increased to $5,700,000 and all of 
it is owned by a group of insurance companies. Of the 
common shares, 191,515, par valve $15, were sold to the 
public at $21.75 a share in late May, 1944, by a banking 
underwriters group. : 

The Hecht Company operates eight retail dry goods 
stores, with branches, located in Washington, Baltimore, 
New York, and Easton, Maryland. The business was 
established in 1874. The company has three stores in 
Baltimore. The stores deal in apparel for men, women 
and children, house furnishings, radios, household ap 
pliances and other general merchandise. The gross 
business of the company in the last fiscal year was over 
$40,000,000. 

Earnings of The Hecht Company have been translated 
into terms of the present capitalization and for the five 
years ending January 31 from 1940 to 1944 inclusive, 
net available for common dividends averged over $2 4 
share annually. In the 1944 fiscal year it was $1.98 
against $1.94 the year before. The best showing was 
$2.46 a share in the 1941 fiscal year. An initial dividend 
of go cents a share was paid on the new common on 
July 31, 1944. While this was not so designated, it 1s 
presumed that it is a quarterly rate and that the stock 
can be considered as being on a $1.20 a share annual 
dividend basis. 
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Emerson Electric 


Emerson Electric Manufacturing Company common ) 
stock is to be listed on the New York Stock Exchange p ted | 
on September 5th. It has been on the Curb for eight 883 in 
years. The company is one of the largest makers of long 
fractional horsepower motors, in peace times, but during crease 
the war has been engaged in making a large number of share 
items for the armed forces. The ending of the war will 1944 
find an enormous demand waiting for the small motors 4 * 
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)run electric refrigerators, washing machines, vacuum 
aners, electric fans and many other small appliances, 
ind Emerson should have a long period of great activity 
this line. It also makes larger motors, some up to 5 
osepower, for use in air conditioning, to operate 
machines, etc., and it makes complete electric fans and 
C. arc welders. 
As a result of war business, Emerson was third in gross 
usiness in the electrical goods industry in 1943, with its 
oss for that year above $83,000,000, compared with 
early $53,000,000 in 1942 but had far smaller totals in 
revious years. The report for the year to September 30, 
944, is expected to show gross of even more than in the 
943 fiscal year. Net income was small before 1940, but 
that year it was 30 cents a share, increasing to 83 cents 
n 1941, $1.57 in 1942 and $2.01 in 1943. The results 
or the present fiscal year are expected to be about the 
ume as the previous one. Emerson Electric has a small 
ortgage on one of its properties, but no other funded 
ebt. Capitalization consists of 8,831 shares of $100 par 
alue 7% preferred, callable at 115, and 417,120 shares 
{$4 par value common stock. Dividends on the com- 
non were 10 cents a share each in 1940 and 1941, 35 
ents in 1942, 50 cents in 1943 and go cents in the first 
alf of 1944. At least 30 cents a share is looked for in 
e second half of this year, with possibilities of a larger 
ilyayment, or an extra in the last quarter. 


Monarch Machine Tool 


Monarch Machine Tool Company is another issue 
hich had been on the Curb for a long time and recently 
noved to the Stock Exchange. This company has been 
ngaged in making lathes of many kinds, and like others 
n the machine tool field, had a vast increase in its 
business early in the war period, but has met with a 
maller demand for its products in the past year. Gross 
n 1943 was of record proportions, at close to $26,000,- 
00, but it is understood that much more than 50% of 
is was in the first half year, also that 1944 gross has 
een at a smaller rate than the latter part of 1943. In 
ewar years, gross of less than a million was usual from 
930 to 1935, then increased to an average above $2,000,- 
0 annually until the preparation for war brought it to 
ver $7,000,000 in 1940. Post-war business prospects 
€ uncertain because of the possibility that the vast 
umber of machine tools which have been made for the 
ar effort can be used for many peacetime purposes. 
here are hopes of large exports of the surplus supply, 
lo of a plan to lend-lease many of them to our Allies 
nd most particularly to Russia. 

Nearly all of the industries which use metal in their 
toduction are among the customers of Monarch, and 
cluded in them is the automobile business, so a fair 
mount of business may be expected for specialized 
thes in the next year or two. Monarch Machine Tool 
sin a good position as to its capital structure, having 
0 bonds or preferred stock and a small issue of com- 
lon, with 210,000 no par shares. The company had 
eficits for 1931-1933, then small earnings in 1934-5, but 
veraged near to $2 a share for 1936-9. In 1940, it re- 
orted $5.63 a share, $7.14 in 1941, $5.27 in 1942 and 
3.83 in 1943. Some dividend was paid in every year for 
long period, even in the early 1930s, but payments 
creased materially in recent years, with a rate of $3.00 
share annually, which has been maintained thus far 
1 ° 

A favorable factor in the company’s post-war outlook 
the relatively wide diversification of normal outlets. 
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McQuay-Norris 


McQuay-Norris Manufacturing Co. is a recent listing 
of a stock which was closely held until the current year. 
A three for one split of the stock in 1944 preceded this 
listing by a few months. The company is engaged in 
making piston rings for use in trucks, tractors, industrial 
engines and similar lines. It also makes valves, bearings, 
water pumps and other accessories. It has averaged $1.53 
a share earnings on its common stock for the years 1938- 
43, with the best showing being $2.37 a share for 1943. 
This is on basis of the present stock. Dividends have 
been paid in every year since 1928. The 1942-3 pay- 
ments would equal 83%4 cents a share on the present 
stock, which has been placed on an annual dividend 
basis of $1.00. 


Vertientes-Camaguey Sugar 


Vertientes-‘Camaguey Sugar Company shares were list- 
ed a few weeks ago. The company 1s a Cuban sugar pro- 
ducer, with two operating mills having an annual 
capacity of about 1,250,000 bags of sugar, also owning a 
reserve mill with nearly 400,000 bags capacity. It owns 
over 330,000 acres of land, of which about 60% is suit- 
able for growing sugar cane. The production of molasses 
and of alcohol are other activities. The company has 
about $1,664,000 bonds, which are convertible into com- 
mon stock on a basis of $1,000 face value of bonds for 152 
shares of stock. Outstanding common is 962,538 shares 
of $6.50 par value. Earnings in the 1938-41 fiscal years 
averaged 46 cents a share annually. War demand and 
higher prices increased income sharply in the 1942 fiscal 
year, with $2.31 a share for that year, but smaller quotas 
and higher costs caused a drop to g2 cents a share for 
the last fiscal year. A considerable increase in earnings 
is looked for when the report for the fiscal year to 
September 30, 1944, is published, due to a material in- 
crease in the quota assigned this company, a larger busi- 
ness and better prices for molasses and to the opening of 
the company’s alcohol plant early in 1944. Small divi- 
dends have been paid on the common stock in each year 
starting in 1939. The 1943 dividends of 40 cents may 
be exceeded this year. 


Gardner-Denver 


Gardner-Denver Company makes a number of dif- 
ferent kinds of industrial machinery, including hoists, 
compressors, pumps, drills, sharpeners and loaders. Some 
of its products are used in mines. The company has 
been occupied with Government orders during the war 
periods, but is expecting to (Please turn to page 583) 








Per Common Share 
Indicated 
Recen- 


Nature of Earned 1944 
1943 Dividend Price 


Mfts. of buses & 
trolleys 


Electrical goods 
Industrial Machinery 
Retail Stores 

Motor parts 

Lathes 


Linen Supply & 
laundering 


Gas pipe lines 
Sugar producer 


Name of Company 


ACF-Brill Motors 
$1.24 


2.01 
1.99 
1,98(a) 
2.37 
3.83 


caeaaed 9% 

$0.60 1444 
1.25 17 

0.60(a) 2114 
1.00 17 
3.00 22 


Emerson Electric & Mfg.* 
Gardner-Denver Co. 

The Hecht Co. 
McQuay-Nonis Co. 
Monarch Machine Tool 


National Linen Service 
1.49 1.00 19 


4.33 2.75 49 
0.92(b) 0.40 1334 


Panhandle Eastern Pipe Line* 
Vertientes-Camaguey Sugar 


*To be listed Sept. 5. 


(a)Year to Jan. 31,1944. See Text. (b)}—Year to Sept. 30, 1943. 























ee me ere 


Cinswoarr 











The Personal Service Department of THE MacazinE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Third Avenue Railway Bonds 


“I own a few Third Ave. Railway adjust- 
ment bonds purchased last year around 
35 for income and appreciation. Would 
you care to write me your comments re- 
garding the outlook for this company and 
any information you may have as to pay- 
ment of accumulated interest on the ad- 
justment income bonds.”’—G.F.C., Cleve- 
land, Ohio. 


Third Avenue Railway owns and 
operates most of the remaining trol- 
ley lines in the Boroughs of Manhat- 
tan and Bronx in New York City as 
well as in Yonkers and other parts 
of Westchester County. They also 
own Surface Transportation Com- 
pany which operates buses in the 
Bronx. In all, there are 146.14 miles 
of trolley lines and 199.24 miles of 
bus line, most of which are in dense- 
ly populated territory. 

In 1940, franchise agreements 
were changed to allow the substitu- 
tion of buses for trolleys in Manhat- 
tan and the Bronx and certificate of 
convenience was granted for addi- 
tional bus lines. In June, 1941, the 
Supreme Court of the State of New 
York authorized the trustees under 
the several bond mortgages to sub- 
stitute buses for the trolley cars. The 
adjustment bonds represent a long 
term speculative risk with moderate 
interim income, about 7% if pay- 
ments are continued at the recent 
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level of 50% of the full rate. The 
unpaid accumulations are reported 
as 82.75% as of April 2, 1944, and it 
is the possibility for at least partial 
recovery of these arrears that justi- 
fies their consideration for enhance- 
ment. ‘The street railway lines in 
themselves have been the weak link 
in the situation while the Bronx bus 
lines have been profitable. Attempts 
by legal action to force the use of 
bus profits to pay interest on the 
bonds have not met with a great 
deal of success. They have, how- 
ever, tended to stress the sharp im- 
provement that should occur as the 
New York City portion of the trol- 
ley lines are converted to bus lines. 

There have been numerous dis- 
cussions and of course the usual flood 
of rumors with respect to elimina- 
tion of arrears. One was that in- 
terest accumulation might be settled 
by issuance of additional common 
stock in payment of arrears. Anoth- 
er is that General Motors might ac- 
quire control. This latter rumor is 
probably pure fiction based on the 
announcement that the company 
would buy its buses from General 
Motors on a conditional sales plan 
instead of purchasing them through 
the use of equipment trust certifi- 
cates. This may tend to reduce net 
income in the early stages but over 
the longer term the savings in oper- 
ating expenses may be more than 


sufficient to take care of the pa 
ments for equipment. The chanc 
that this change to buses can be 4 
complished quickly is remote, unle 
the war ends earlier than expectel 
as it will be difficult to obtai 
enough buses to complete the chan 
while the war continues. Neverthe 
less, the overall prospects for e 
hancement are good enough to wa 
rant consideration of the bonds 
a long term holding where one ; 
content to overlook intermediat 
fluctuations. 


Colt's Patent Fire Arms 


“TI have 20 shares of Colt’s Patent Fir 
Arms Manufacturing Co. It was sellin 
at 80 in 1941 and is now 39. It skippe 
the latest dividend. Can you tell me whi 
the matter is with it, and the likeliho 
that it will come back?”—L.B.R., Pl; 
mouth, Mass. 


In the year 1941, Colt’s Patent Fir 
Arms earned $13.00 per share 0 
common stock, and in 1942 earne 
$6.47 per share, and in 1943 earne 
$3.61. For the fifteen year period 0 
1929 to 1942, the company showel 
earnings on the common stock ead 
year with the exception of 1932. 

Dividends have been paid eat 
year for the past 25 years, but 0j 
March ggrd of this year, the director 
announced the dividend omissioj 
with a formal statement saying tha 
operations for the last six months 0 
1943 were at a loss. 

Figures for the first four month 
of this year, to April 23, 1944 shov 
a loss of $5.50 per share against | 
profit of $6.30 for the first fou! 
months in 1943 and show little if an! 
improvement over the last half o 
1943. In view of these circumstances 
it is obviously in the interest of stock 
holders to conserve assets by sus 





1| 


ae 


BILLION DOLLARS 








pension of dividends until figure 
indicate that the management ha 
been able to rectify the abnorm4 
situation existing during _ receml 
months. This could be interpreted 4 
meaning that the production of smal 
arms has reached the goal set by ow 
(Please turn to page 588) 
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Business activity continued its slow sag 
during the past fortnight and is now 2% be- 
low the June peak though still 3!/°%% above 
last year at this time. Despite the early August 
heat wave, department store sales in the 
week ended August 12 were 13% above last 
year, compared with gains of only 10% for 
four weeks and 7% for the year to date. 


x «© *¥ 


Cash dividend payments reported for July 
totaled $341 million, compared with only $334 
million in the like month of 1943. Total for 
seven months was $1,979 million—3°%, ahead of 
the like period last year. Dividends paid by 
manufacturing corporations during the first 
seven months accounted for nearly half the 
total and showed an increase of 6% over last 
Ee Increase by industries were—Automo- 

ile, 27%; Oil Refining, 12%; Chemicals, 
Paper and Printing, 7%. Textiles, Leather, 
Iron and Steel showed minor declines. 

k ok 


Owing to continuing labor shortage, few 
tangible results are anticipated in the near 
future from the WPB directive issued Aug. 
15 permitting resumption of civilian produc- 
tion where materials and labor supply permit. 
Aircraft industry employment, for example, 
is now scheduled for a cut of 294,000 by next 
July; but most of the workers will be absorbed 


(Please turn to the following page) 
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CONCLUSIONS 


MONEY AND CREDIT—Cash divi- 
dends disbursed during first seven 
months totaled $1,979 million—3%, 
ahead of like period last year. 


TRADE—Department store sales in 
week ended August 12, despite the 
early August heat wave, were 13% 
above last year compared with gains 
of only 10% for four weeks and 7% 
for the year to date. 


INDUSTRY—OPA will permit pre-war 
mark-ups on current production costs 
of "Reconversion Goods." Fully re- 
converted plants to get the most fa- 
vorable pricing terms as an incentive 
to speedy reconversion. 


COMMODITIES—Farm commodity 
prices rise moderately, helped by 
drought in corn belt and Senator 
Bankhead's agitation for higher cotton 
prices. Meat packers and wholesalers 
seek higher subsidies to relieve cost- 
price squeeze. 


The Business Analyst 








1923-S = 100 





BUSINESS ACTIVITY 


PER CAPITA BASIS 
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Inflation Facters 
Latest Previous Pre- 
Wk.or Wkh.or Year Peari PRESENT POSITION AND OUTLOOK 
Date Month Month Aao Harbor 
FEDERAL WAR SPENDING (tf) $b Aug 16 = 11.69.5848 0.43 (Continued from page 577) 
Cumulative from Mid-1940.............. Aug. 16 211.2 = 209.5 120.7 14.3 : . 
by other urgent war work, insofar as regional 
transfers are possible. 

FEDERAL GROSS DEBT—$b Aug. 16 209.3 209.0 143.4 55.2 a 

National Selective Service Director Major 

MONEY SUPPLY—Sb General Hershey predicts that present national 
Demand Deposits—101 Cities......... Aug. 16 33.9 33.6 33.8 24.3 | draft quotas, already "very low,” will probably 
Currency in Circulation.................. Aug. 16 = 23.0 22.9 18.2 10.7 | continue after the war in Europe ends, perhaps 
upwards of a million men will be released “— 

i ithin the ensuing six months, 

BANK DEBIT: - : the Armed Services within ¢ 

oe York en ig ~— Aug. 16 5.77 5.75 4.65 3.92 | but men will be needed for the Pacific war and 
100 Other te aE Aug. 16 7.72 7.75 6.96 5.57| replacements for those who have had long 
service. 
kk 
INCOME PAYMENTS—S$b (cd) June 13.50 12.30 12.27 8.11 : 
| tant + 
Salaries & Wages (cd).................. June 9.19 9.08 8.46 5.56 = —_ ern a ee a 
Interest & Dividends (cd)........... June no i. oe eC ce a 
Farm Marketing Income (ag)...... June 1.51 1.45 1.38 1.21 | American Navy now has 14, _—— 
Includ'g Govt. Payments (ag)....... June 1.56 1.54 1.40 1.28 | than double the size of all other navies in the 
world. He declares that after the war “it must 
not be dispensed with by a round table discus- 

CIVILIAN EMPLOYMENT (cb) m July 54.0 53.2 54.8 50.4 | sion.” 

ent Employment (ob) July 9.7 9.6 9.7 7.7 ~ oan 
mployees, Manufacturing (Ib Jul 16.0 16.1 17.0 13.6 : 
Employees, Government (Ib)... pan 5.8 59 59 45 Asserting that price controls must be con- 

UNEMPLOYMENT (cb) m July 1.0 1.0 VE 3.3 | tinued for two years after Germany falls, the 

OPA announces a price control program for 

FACTORY EMPLOYMENT (ib4) July 158 159 170 141 Reconversion Goods" to aid executives in 
Durable Goods July 214 217 230 168 planning for resumption of production of pre- 
Non-Durable Goods .....ccscesssnnen July 113 13123 120 | war goods. The guiding principle in setting ceil- 

FACTORY PAYROLLS (1b4) June 318 = 318 ~— 317g: ings will be to keep basic wage rates high 

(though overtime will be mostly eliminated) 
FACTORY HOURS & WAGES (ib) while assuring industry of full production at a 
Woolly Hours ...crccnutnnnne May 454 45.0 45.2, 40,3. | Profit. 
Hourly Wage (cents).................... “wd 101.7 101.3 95.3 78.1 A 
a 46.13 45.56 43.08 32.79 
Weekly wage ($)———______ J With this object in view, price ceilings will 
be set to permit pre-war mark-ups on current 

PRICES—Wholesale (Ib2) Aug. 12 104.0 103.6 102.7 92.2 | unit production costs. Fully reconverted plants 
Retail (cdib) June 137.8 137.3 135.1 116.1 | will get the most favorable pricing terms as an 

incentive to speedy reconversion. As in pre-war 

COST OF LIVING (Ib3) ions 125.4 125.1 124.8 110.2 days, competition under this plan will tend to 
Food yal 135.7 135.5 141.9 113.1 weed out high cost producers gradually and thus 
Clothing y tae 138.0 137.4 1279 113.8 | help to avert an unreasonable post-war rise in 
Rent .... June 108.1 108.1 = 108.0 =: 107.8 | Prices. 

* *x * 

RETAIL TRADE A case in point is the recently issued directive, 
Retail Store Sales (cd) $b................ June 5.59 5.72 5.37 4.72 | effective Aug. 26, permitting the construction 
ey“ aged ‘ ~ 4 por pe — industry to add to its established ceilings wage 

on-Uurable Goods = nes une . . . . i i 
Dept. Store Seles MR-B-§ Billion. | July io? G0 Ak AM or cesuctse smoot, SMG le dane oo 
Chain Store Sales (ca)... duly said aed os - the OPA declares that price controls must be 

retained over the industry to guard against a 

MANUFACTURERS’ rise in building costs similar to that which fol- 
New Orders (cd2)—Tetel___ r a 296 293 306 212 lowed the last war. If repeated, we may add, 

oe li papamnameseaaia a yt 429 436 484 265 the much needed revival in construction would 

Non-Durable Goods _._ June 210 201 192 178 be delayed indefinitely, with a consequently dis- 
Shipments (cd3)—Total____.....__. June 276 272 254 183 astrous skying of rents. 

Durable Goods June 374 369 343 220 a eee 

Non-Durable Goods ........ —_ June 193 197 185 155 

The WPB-Army-Navy have agreed upon a 

BUSINESS INVENTORIES—S$b scheme for reconversion that embodies a sensible 

End ef Month (cd)—Total....._. June 27.7 27.7 27.4 26.7 | plan for handling contract cutbacks. Take the 
Manufacturers’ June 17.3 17.3 17.3 15.2 | airplane manufacturing industry as a case in 
Wholesalers’ June 4.1 4.1 3.9 4.6 | point. This industry now consists mainly of the 
A ch it ae ec ae June 6.3 6.3 . 6.2 7.2 | plane companies and the "converted" automo- 

Dept. Store Stocks (rb2) .... ........ June 155 147 143 139 bile companies. As plane requirements drop, 
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PRODUCTION AND TRANSPORTATION 













































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
BUSINESS ACTIVITY—1—pe Aug. 12 133.6 = 134.1 131.0 118.2 
(M. We. Si) md enp.nn.n ee eecceessecsseeees Aug. 12 162.9 163.5 157.3 139.5 | production will be concentrated more and more 
with the regular aircraft companies. The auto- 
ata ag sega (rb3) — = on br poe mobile companies in this way will be released 
Non-Durable Goods, Mfr. June 169 169 177 141 gradually to make cars. 
CARLOADINGS—4+— Total Aug. 12 896 890 887 833 
ae," Aug. 12 397 395 385 379 The |. C. C. estimates that, though operating 
i yo = 7 _* 156 revenues of Class | railroads will reach $9,520 
Grate pw 12. 51 52 ba = million this year—$465 million above last year 
: and $2,054 million ahead of 1942—net income 
ELEC. POWER Output (K.w.H.)m Aug. 12 4,415 4399 4,288 3,269 after charges will be only $681 million—$193 
SOFT COAL, Prod. (st) m prog 121 12. million behind last year and $221 million below 
Cumulative from Jan. | po 12 390 378 6 a an" 1942. Designers of post-war passenger planes be- 
BPOGKS, EN IN Os. fos; ccscitcnsssscsnstecstenecos Sue 59.7 55.3 74.| 61.8 | lieve that, within ten _— fuigt travel on 7 
mestic airliners can be brought down to a stand- 
= Ge eae ree Aug. 12 4.67 4.65 4.24 4.11 | atd_ two-cents-a-mile, compared with something 
ae Aug. 12 81.20 80.80 71.25 87.84] over five cents now and the present railroad 
Fuel Oil Stocks Aug. 12 57.00 56.57 66.66 94.13 | coach passenger fare of 2.2 cents. 
Heating Oil Stocks...........cceeseeee Aug. 12 40.04 39.41 34.77 54.85 iat 
LUMBER, Prod. (bd. ft.) m Aug. 12 645 651 673 632 
Stocks, End Mo. (bd. ft.) b............ July 3.5 3.3 4.1 12.6 After the war, when many carriers return to 
STEEL INGOT PROD. (st.) m July 7.47 7.22 7.41 6.96| their pre-war "marginal status," the I. c. Cc. 
Cumulative from Jan. U...........cce July 52.5 45.1 51.3 74.69 | looks for a revival of agitation for railroad 
consolidations under the Commission's plan to 
a Aug. 17 423 39.5 416 93.5 | rearrange the big roads into a small number of 
Cumulative from Jam. Voccssccsscss Aug. 17 1,164 1,122 2,183 5,692 | systems. Meanwhile the Justice Department is 
c NEOUS itching to start anti-trust action against the 
MISCELLA transcontinental railroads for their “western 
a ne — = yo = agreement" originated during the deep depres- 
‘Do. Imports from Canada.......... July 218 229 253 352 sion days to eliminate competitive waste; but 
Do.. CEP Th ee en July 1 2 0 I which, the carriers claim, was discontinued when 
Do., Consumption... July 233 255 283 352 no longer needed. 
Do., Stocks, End Mo................... July 553 509 566 523 








data en—tngineering News Kecora 


ag—Agriculture Dept. b—Billions. ca—Chain Store Age, 1929-31—100. cb. Census 
Dep't., Jan., 1939—100. cd3—Commerce Dep't. 1939—100. cdib—Commerce Dep't. Index (1935-9—1i00) using Labor Bureau & other 
\--easonatly adiustea Indes. 1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—!00. Ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. 'm. Millions. mpt—At Mills, Publishers & in Transit. mrb-M.W.S., using F.R.B. data. 
np—Without compensation for population growth. pc—Per capita basis. rb2—Federal Reserve Board, adjusted index, end of Mo., 1935-9 
—100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. #f—Treasury & R. F. C. 


Bureau. cd—Commerce Dep't. cd2—Commerce 




































































THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 

No. of 1944 Indexes (Nov. 14, 1936, Cl—100) High Low Aug. 19 Aug. 26 

Issues (1925 Cl.—100) High Low Aug.19 Aug. 26 | 100 HIGH PRICED STOCKS 72.23 62.77 71.69 = 70.57 

283 COMBINED AVERAGE __.. 100.7 79.5 100.6 98.0 | 100 LOW PRICED STOCKS... 107.89 75.33 107.89G 104.18 
4 Agricultural Implements ..... 178.9 148.6 177.3 170.4 6 Investment Trusts _ 42.7 34.0 41.3 40.6 
9 Aircraft (1927 Cl—1!00).... 138.6 118.5 137.5 130.5 3 Liquor (1927 Cl—100)_.... 365.4 291.4 347.8 336.8 
5 Air Lines (1934 Cl—100).. 543.2 421.9 543.2A 542.2 8 Machinery <2. 125.4 105.2 123.4 122.0 
5 Amusement .................. 82.2 68.2 77.0 75.0 2 Mail Order 0... 9B 82.5 95.86 94.5 
13 Automobile Accessories _. 180.0 119.0 180.00 176.4 3 Meat Packing _ 70.4 55.5 67.0 63.3 
12 Automobiles ................. 34.3 17.6 34.3N 32.4 11 Metals, non-Ferrous 150.4 116.4 143.5 137.4 
3 Baking (1926 Cl—100)_.... 15.0 12.9 14.5 14.1 3 Paper 17.6 12.9 17.6D 17.3 
3 Business Machines __....... 216.4 171.9 216.4G 214.0 24 VPaetroleuny <2. 143.5 121.3 136.1 132.8 
2 Bus Lines (1926 CI—100).. 125.2 101.9 119.7 118.7 19 Public Utilities 0. 59.9 48.7 59.9E 59.8 
5 Chemicals «9726 176.0 193.3 191.9 4 Radio (1927 Cl—100)_._.__ 31.1 21.5 29.8 28.7 
4 Communication __ 78.3 57.1 76.1 75.2 7 Railroad Equipment 63.7 51.5 63.7E 62.1 
12 Construction ............... 43.0 33.1 42.5 41.4 18 Railroads 20.7 14.1 19.5 18.6 
6 Containers... 286.4 220.1 284.0 277.8 2 Shipbuilding .» 9&9 70.3 79.4 77.9 
8 Copper & Brass 75.0 62.5 70.8 68.1 3 Soft Drinks —. 3729 305.2 372.2 368.1 
2 Dairy Products... . 46.8 38.6 46.8N 46.2 12 Steel & fron 82.7 65.7 80.2 78.4 
6 Department Stores _........ 37.4 28.2 374G = 36.6 3 Sugar 53.0 41.7 52.4 50.9 
5 Drugs & Toilet Articles... 113.3 81.0 108.3 105.8 2 Sulphur 178.2 160.7 169.0 169.6 
2 Finance Companies 248.9 216.1 242.0 237.9 3 Textiles 57.6 48.0 56.1 54.5 
7 Food Brands .....__... 141.7 123.1 140.0 138.0 3 Tires & Rubber... = 33.9 25.4 33.0 32.7 
2 Food Stores: G49 46.5 53.3 53.2 4 Tobacco 74.2 60.2 72.9 72.6 
4 Furniture 83.1 56.4 83.1G 79.3 2 Variety Stores 250.1 219.7 250.1E 249.6 
3 Gold Mining Seren |): 879.8 1026.0 1003.1 21 Unclassified (1943 Cl.—100) 130.5 98.7 130.5A 127.5 

New HIGH since: A—1943; D—1940; E—1939; G—1937; N—1931; O—!929. 
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Trend of Commodities 


Drought conditions in the corn belt (recently relieved 
somewhat by rain) joined forces with Senator Bankhead's 
renewed agitation for higher cotton prices to lift the 
farm commodity price indexes a little since our last issue, 
despite almost unbelievably favorable war news from 
France. Private estimates now place the probable corn 
crop at around 2 billion bushels, 130 million bushels lower 
than indicated on July |, against the actual harvest of 
2,076 million bushels last year. Forage crops, however, 
were badly damaged by lack of moisture and 41% fewer 
cattle were on feed in the I! corn belt states on Aug. | 
than a year earlier. The OPA has given assurance that 
no major changes will be made this fall or winter in the 


cattle and corn price structure. In the meat trade it is 
predicted that civilians will get more beef (but of poorer 
quality) and less pork and lamb in the months ahead, 
Packers and wholesalers, however, squeezed between high 
costs and low ceilings, have asked for larger subsidies, 
Trade gossip has it that the Government will cease im- 
porting wheat from Canada after Jan. |. The domestic 
crop should suffice to meet our own and Lend-Lease 
needs, leaving carryover about the same as last year 
(316 million bushels). Given an ample labor supply, the 
WFA looks for larger fertilizer supplies next year, despite 
a probable shortage of sulfuric acid. Fertilizer demand 
has been mounting steadily and will continue so. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Aug. 19 Ago Ago Ago Ago Ago 194! 
182.6 182.2 182.2 180.5 180.1 177.1 156.9 
168.6 168.4 168.4 168.3 168.0 167.2 157.5 
192.2 191.6 191.3 190.5 188.3 183.8 156.6 


28 Basic Commodities _. 
11 Import Commodities .... 
17 Domestic Commodities 


7 Domestic Agricultural... 
PAS Sole Ls |; | cr ea 
16 Raw Industrials ........ 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Aug. 19 Ago Ago Ago Ago Ago 194l 
223.5 223.2 223.6 223.5 221.3 212.0 163.9 
207.5 207.5 207.5 207.6 206.9 201.9 169.2 
165.7 165.0 165.1 163.9 162.1 160.3 148.2 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


: 1944 1943 1942 1941 1939 1938 1937 
RN gots ons - 98.13 96.55 88.88 84.60 64.67 54.95 $2.44 High 251.5 249.8 239.0 219.0 172.3 152.9 228.1 
I eerste 94.25 88.45 83.61 55.45 46.50 45.03 52.03 Low 247.0 240.3 220.0 171.6 138.4 130.1 1446 
580 
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How to Invest for Capital 
Appreciation 





(Continued from page 551) 
rivals. Exceptions, of which there 
are always some, merely prove the 
rule. 

At today’s prices, how many 
socks have gone anywhere as com- 
pared with 1926? With 1929? With 
1937? At the end of 1935 the Dow- 
Jones industrial average stood almost 
exactly at 145. That is almost 834 
years ago. The level was a medium 
one, just about half-way between the 
1935 low and the bull market high 
in 1937. Many investors have stocks 
bought around there. If they are 
typical of the “better grade, promi- 
nent” stocks—the du Ponts, Eastman 
Kodaks, General Electrics, General 
Foods, General Motors, etc.—after 
8% years the net appreciation as we 
write this is about 2 per cent or less 
than 25/100ths of 1 per cent a year. 

What I am getting at is the chief 
point of this brief article. It is that 
the great majority of stocks are like 
an elevator that goes up and down, 
or like a commuting train that runs 
back and forth. They are not going 
anywhere in the much talked-about 
“long run.” And if you don’t get 
of, you are not going to get any- 
where in capital gain. 

Investors who have held stocks 
over a period of years are naturally 
fully aware that they have “fluctu- 
ated”; but probably most investors 
would be somewhat amazed if they 
tabulated the percentage swings ol 
representative stocks from year to 
year as we have done in the accom- 
panying tabulation. 

In this table we show, beginning 
with 1935, percentage advances from 
the low of each year to the high of 
the following year. We show the 
average of these year-to-year swings 
In percentage, and the total of such 
swings in percentage. Against this, 
we show the net change if the stocks 
had been retained from the 1935 
low to the 1943 high and such 
change as a yearly average. 

These stocks have not been hand- 
picked. The go in the top section 
of the table are random selections 
among the most prominent “invest- 
ment type” stocks. Most all of them 
will be found in typical investment 
trust portfolios. The bottom group 
of 20 is more speculative on the 
whole, yet is of medium or “sound” 
quality. We used judgment in this 
selection only to the extent of avoid- 
ing radical speculations or “dogs” 
whose extreme gyrations would ex- 
aggerate or distort the point we 
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are making in this article. 

It is startling to note that even in 
so supposedly “sedate” an equity as 
General Foods, the 8 upswings as 
presented here ranged from 21 per 
cent to 118 per cent; that they-aver- 
aged 52 per cent; that they totalled 
416 per cent. While, on the other 
hand, the net change in this stock 
from 1935 low to 1943 high was only 
47 per cent or an average annual ap- 
preciation of 6 per cent. 

At the 1943 high American Can 
was 17 per cent below its 1935 low. 
Yet large profits were available on 
this stock on swings long enough to 
qualify as “long term” under the 
present capital gains tax. The 
smallest advance trom low of any 
year to high of following year was 
10 per cent, the largest was 65 per 
cent; the average of the eight swings 
was 38 per cent. 

The writer does not for a moment 
suggest that investment operations 
on a year-to-year capital gains basis 
are a simple road to profits. ‘They 
are not—but neither is any other 
type of investment program or pol- 
icy. No one can buy at any yearly 
low, nor sell at any yearly high, ex- 
cept by pure good luck. The chances 
that one could be able to “hit” with- 
in, say, 40 per cent of a majority of 
the annual highs and lows of this 
period of 834 years are rather small. 
But it is equally true that, with re- 
spect to the comparisons shown in 
our table, probably not a single in- 
vestor out of a million bought all of 
this present holdings at the 1935 
lows, nor sold them at the 1943 
highs. 

The perfect formula for capital 
gains does not exist. But what this 
table emphasizes is the important 
fact that you will have a much great- 
er mathematical potentiality of cap- 
ital gains in operating for the broad- 
er intermediate swings than in hold- 
ing for “the long pull.” 

The capital gains tax is not only 
a consideration in the thinking of 
increasing numbers of investors but 
—for that very reason—is something 
of a market factor. With the odds 
—especially taking taxes into account 
—so largely against success in short- 
term speculative operations, buyers 
are more inclined to try to look at 
least six months ahead in their cal- 
culations or conjectures. If they 
doubt that the averages will be im- 
portantly higher six months hence, 
they will not be attracted by cur- 
rently strong “tape indications.” 
Again, if there is substantial invest- 
ment buying on a downswing, the 
next intermediate advance will see 
much of this stock liquidated if the 
time interval has been six months 
or more. 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number twenty-two of a series. 


ScHENLEY DistiLters Corp., N. Y. 


—in the “wood” 





“Aged in the wood” is a familiar ex- 
pression, but few people really know 
how important a part barrels play in 
the maturing of whiskey. Some time 
ago we wrote a little piece entitled 
“BARRELS,” but we could only scratch 
the surface of this subject in an article 
of 300 or 400 words. So this is—more 
of the same. 


As you know, whiskey is colorless 
when it comes from the still. At this 
stage it is drawn into charred, oak 
barrels. Then the casks are placed in 
bonded warehouses. (All whiskey is 
so stored.) In the warehouse the 
whiskey usually remains for four or 
more years, under controlled condi- 
tions of temperature, humidity and 
ventilation. The minute the whiskey 
gets into the barrels things begin to 
happen—slowly of course. Color grad- 
ually begins to appear, and the color 
of whiskey is derived exclusively from 
the charred, oak staves. At first the 
liquid appears yellowish, then it takes 
on an amber shade, and later, when it 
is properly matured, it has a deep red- 
dish-brown color. 


While whiskey is in the “wood” it 
also undergoes definite and intended 
changes in aroma and taste charac- 
teristics, because of continuous reac- 
tions occurring in the barrel. For 
instance, the liquid takes certain ex- 
tractives from the wood; then there 
is oxidation of the organic substances 
in the whiskey and of the materials 
extracted from the wood. Some new 
products are formed in the whiskey 
as a result of a reaction among the 
various organic substances. All of 
these “constituents” in whiskey, pro- 
duced by nature, contribute to the 
well-known flavor —so easily recog- 
nizable by you as “whiskey taste.” 


And may we remind you again that 
nature does most of the work; man 
controls the natural processes — im- 
portantly. 


Sometime soon, in another article, 
we will tell you more of these scien- 
tific controls exercised in our very 
modern distilleries. “Men in white” 
are constantly working objectively to 
keep our Industry under the canopy 
of the slogan — AMERICA MAKES THE 
BEST OF EVERYTHING! 


MARK MERIT 


of ScHENLEY DistILters Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave, N. Y. 1, 
N. Y. and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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STOCKS 


Experts Favor 


for Next Advance 


SPECIAL UNITED OPINION 
A report, newly prepared, lists 
the 12 issues most recommended by 
leading financial authorities for 
market appreciation. 

Stock selections of more than 

ten advisory services have been 

reviewed in the preparation 

of this exclusive report—ob- 

tainable from no other source. 
An “introductory” copy of this val- 
uable 12-stock report will be sent 
gladly on request. 

Send for Bulletin MW-17 FREE! 


Unitep Business Service 


210 ae ha - Beston 16, Mass. 











For successful investment on an 
“intermediate’’—or year-to-year—time 
basis, one can do no better than 
think in terms of reasonable approx- 
imations—of buying and liquidating 
price ‘“‘zones’—rather than of speci- 
fic price levels. For this purpose the 
back record is very helpful. Despite 
exceptions, in the case of the great 
majority of stocks the past highs and 
lows have some significance. In 
using them as “marker points,” nat- 
urally judgment has to be applied 
Under even fairly good economic 
conditions one would not expect 
stock prices to go back to extreme 
depression lows; and under the best 
conditions that the present optimists 
anticipate one would not be wise to 
bank on prices going back to 1929 
highs. 

In the August 19 issue of this pub- 
lication the market analysis by Mr. 
A. T. Miller cited a dozen or so good 
quality stocks that appeared to be 
relatively attractive for investment 
purchase—until it was noted that 
most of them had sold substantially 
under present prices in each of the 
past ten years—a period covering a 
great variety of economic conditions 
and psychological moods among in- 
vestors—and that all the others had 
sold much under present prices in 
each of the past eight years. This 
is very pertinent to the approach 
taken in this article. When one ob- 
serves that a stock is priced well 
above lows of most past years—in- 
cluding even some bull market years 
—it follows that a purchase probably 
is not “smart” from the perspective 


of capital gain over a future period 
of six months or longer. 

On the other hand, when the in- 
termediate reactions come—as they 
always do, for otherwise there could 
not have been the wide year-to-year 
percentage swings shown in our ta- 
ble for the 1935-1943 period—the 
proximity to past lows will suggest 
sensible buying zones. 

In many of the stocks in our table, 
one would have to have “caught” 
only one-fifth—in some cases as little 
as one-tenth—of the year-to-year 
“swing” potential in order to fare 
better than would have been the 
case had the stocks been bought by 
extreme good luck at the 1935 low 
and sold at the 1943 high. 





Where Our Exports Can Be 
Paid for in Cash 





(Continued from page 549) 


35 per cent of our exports in 1937. 

There is not much known of what 
has happened elsewhere—in Japan, 
in the Dutch East Indies which last 
time reported over $200 millions of 
gold in the Bank of Java, in China 
and in other countries of South- 
eastern Asia. It is said that Chinese 
holdings of dollars and gold have 
been built up to a considerable 
amount, partly as a result of the 
extended credit and partly as a re- 
sult of heavy expenditures by our 
armed forces in the country. 

It appears that for a considerable 
period after the war, perhaps two 
to three years, we are assured of ex- 
port volume much larger than the 
pre-war average because of (1) the 
world’s urgent need for goods and 
because (2) in some important trade 
areas, as indicated in this article, the 
means of payment are on hand and 
are continuing to increase. 

But over larger areas of our pre- 
war export trade (mainly the Con- 
tinent and England) the means of 
payment are either deficient or there 
is an insuperable transfer, problem. 
Thus, for the early post-war era, 
our foreign trade problem will be 
selective rather than general. While 
some countries can pay spot cash, 
others can take our goods only if ap- 
propriate financing arrangements 
are made. 

Finally, the war-time accumula- 
tion of foreign exchange reserves 
and gold in many foreign countries 
can not, of course, be any permanent 
support to exports from the United 
States. A permanent high level of 
exports requires that a continuous 
high level of dollar exchange be 
available to foreigners through our 


imports, tourist expenditures, capi. 
tal investments abroad, credits, ete 
Present foreign purchasing power 
will importantly aid in bridging the 
gap as more basic solutions ar 
negotiated. The basic problems are 
far better understood than they wer 
a quarter of a century ago, and the 
efforts of our Government to arrive 
at a workable solution are in able 
and expert hands. 





Regional Political Struggle 
to Hold War-Time Industrial 
Gains 





(Continued from page 546) 

as household and farm goods, build. 
ing materials, office, transportation 
and other equipment for which the 
South is well adapted. There is 
every evidence that industrialists 
and investors are examining thes 
opportunities closely. It is in the 
light of prospects of this kind that 
optimism over rapidly expanding 
post-war utilization of available 
manpower and vastly increased pro- 
ductive facilities would seem justi: 
fied. The hope is that war plants 
and machinery can be used to equip 
the South for an enlarged post-war 
economic role, therefore war plant 
disposal policy, as in the West, forms 
a central issue with tremendous po- 
litical implications. So is the ques 
tion of demobilization of southern 
war industry. 

While major industrial expansion 
occurred during the war, the outlook 
for post-war use of many of the new 
plants is dubious. Munitions plants 
and most shipyards must turn 0 
entirely different products, as must 
the bulk of the southern aircraft in- 
dustry if these facilities are to re 
main productive. But in the metal- 
lurgical, electric power and indus- 
trial chemical field, prospects despite 
probable necessity of severe adjust: 
ments are encouraging. Also the 
marked expansion in the petroleum 
industry should readily be adapt 
able to peace-time use. Private in- 
dustry as well as the Government 
has put much money into high-oc- 
tane plants and improved automo 
tive fuels plus expanding civilian 
aviation are expected to furnish 
adequate post-war markets. Much 
of the new synthetic rubber indus. 
try is located in Texas and any 
post-war continuation will _ find 
Texas sharing heavily in produc 
tion of this type. 

The outlook, however, is clouded 
by | ose factors which are likely 
to decide the future of this industry, 
and the South can be expected to 
take a prominent part in the politi 
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al line-up. The magnesium indus- 

’s future is unpredictable in view 
of excess capacity, but the southern 
low-cost plants should hold their 
own vis-a-vis others. Southern ship- 
yards will be severely crippled when 
the war ends and must rely on 
mounting trade with South America, 
through ~Gulf ports, for mainte- 
nance and repair work to sustain 
them. On the other hand, the South 
has many and large facilities for pro- 
ducing machinery and equipment; 
their reconversion problems are neg- 
ligible and they can readily turn to 
peace production. 

A good many southern industries 
are developing specific post-war ob- 
jectives. Steel companies, contem- 
plate marketing a wide variety of 
products not made prior to the war. 
Industry generally had been 
equipped with automatic machinery, 
gained experience in assembly line 
operations and mass production 
techniques and has a labor force 
larger and far more skilled than be- 
fore the war. This, they expect, 
will place them in a position in 
which they can compete successfully. 
Southern textile and garment plants 
anticipate capacity business for some 
time to come. The chemical indus- 
tty, grown enormously, is hopeful of 
a post-war demand sufficiently large 
to justify operation of its many new 
facilities. 


What are the requisites for real- 
izing these hopes? Like the West, 
the South now has productive ca- 
pacity and manpower for great and 
lasting expansion. What is needed 
to make it an actuality ties in close- 
ly with western needs and aspira- 
tions. First of all, the South wants 
more favorable railroad rates for 
successful industrial competition; it 
wants financial facilities free from 
restrictive provisions; it wants to 
equip itself for a successful indus- 
trial future by a plant disposal pol- 
ity favorable to southern aims. 


In contrast to the West, especially 
the Far West, the South in the past 
was politically more potent, thanks 
to greater unity of purpose and bet- 
ler organized group action. There 
are many signs that the South and 
West will now band together, po- 
litically, united by a common ob- 
jective—perpetuation of their new 
industrial empires. As economic de- 
mobilization unfolds, we shall hear 
much of it. In this struggle, both 
regions will have the support of out- 
standing and dynamic leaders. Just 
as Henry Kaiser today is the most 
forceful protagonist of the new 
West, so is Jesse Jones perhaps the 
most important human asset in the 
battle for southern development. 
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Both must be reckoned with as pow- 
erful influences. 

Everything considered, there is 
good reason for western and south- 
ern hopefulness that their new em- 
pires will far outlive the war that 
created them. It may be a slow and 
sometimes difficult task, full of ob- 
stacles and uncertainties, but if de- 
termination is a guide, they will 
eventually make the grade. The 
trend is definitely in that direction. 

What about the industrial East, 
allegedly antagonistic to these aims? 
Will expansion and success of the 
South and West come at the cost of 
eastern prosperity and industrial su- 
premacy? The fledgling competi- 
tors deny any intention of such en- 
croachment. They visualize their 
development alongside a prosperous 
East, a definite boon to eastern in- 
dustry. They feel that no other 
single prospect has so much tv offer 
for the solution of the total post- 
war economic problem, that greater 
prosperity in the South and West 
must inevitably spell national pros- 
perity. While they are vocal in de- 
manding “their rightful share” in 
production and economic opportu- 
nities to build up their regions, they 
feel that the expansive forces latent 
in our economy, plus world-wide 
post-war opportunities, will make 
this possible without undermining 
the industrial East. 

The latter, it appears, is not so 
sure about it and shows every sign 
of readiness to defend its position. 
Heretofore, eastern supremacy rest- 
ed not only on geographical advan- 
tages but on a number of economic 
and financial factors and_ policies 
which led to southern and western 
complaints of deliberate frustration 
of their legitimate aspirations. The 
war has corrected a good many of 
these fundamental conditions in fa- 


vor of the new industrial areas, and 
Government policy seems to side in- 
creasingly with their post-war aims. 
This portends a tug of war, the in- 
itial stances of which will take place 
chiefly in the political arena. Even 
now the contestants are warming up 
for fast and furious action. While 
the East is bracing itself to oppose 
with all its power Government poli- 
cies favoring “specific segments” of 
our economy, Western and Southern 
interests are working hard to get 
their needs translated into Govern- 
ment action, both now and in the 
future. Though they don’t have 
the most votes, they have the most 
Senators representing them or allied 
with their regional interests; and 
that alone seems to put the political 
odds in their favor. 





A Look at New Stock Ex- 
change Listings 
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do a large volume of work before 
long for industry, particularly in 
connection with building opera- 
tions. Recently, large orders have 
been received from the oil industry 
for specialized products used in 
petroleum production. The company 
has no funded debt. There are 32,- 
241 shares of $20 par value preferred 
stock, callable at $65, convertible on 
a basis of one share for three com- 
mon. Outstanding common is 563,- 
286 shares of no par value. Earnings 
have averaged $1.72 a share for the 
nine years 1935-43. The net was 
$1.99 a share on the common. Divi- 
dends have been paid in every year 
from 1934. The payments have been 
$1 a share or more in each year 
starting in 1939, with irregular rates 
before that. Extras of 25 cents a 



















share or more have been paid in 
many years, and such is looked for 
in the last quarter of this year. 


ACF-Brill 


ACF-Brill Motors Company stock 
was listed within a few days after 
the company came into existence 
last month. It was formed as a 
merger of the Brill Corporation and 
the American Car & Foundry Mo- 
tors Company, both former sub- 
sidiaries of the American Car & 
Foundry Co., and the last-named 
owns 45% of the new company’s 
common stock. As a result of the 
merger, the large accumulated divi- 
dends on the old companies’ pre- 
ferred stocks were eliminated, such 
preferreds receiving common stock 
of the new company, as did the Brill 
“A” stock, while the Brill “B” and 
the Motors common shares received 
only purchase warrants in.the ACF- 
Brill. The new company has $4,- 
500,000 bonds, which are to receive 
6% fixed interest this year, but in- 
terest will be contingent starting in 
1945. It has 962,284 shares of $2.50 
par value common stock. A total of 
280,130 warrants entitle the holders 
to buy common at $12.50 a share 
until January 1, 1950, and then at 
$15 a share through 1954. ACF-Brill 
is engaged in making motors, buses, 
trolley cars and similar items, operat- 
ing through subsidiaries. The mo- 
tors are furnished for buses, ships, 
and for industrial uses. Both of the 
former companies which went into 
this new one had poor earnings rec- 
ords over a long period of years 
before 1940. On the basis of the pres- 
ent capitalization of the new com- 
pany, the 1941 income would equal 
68 cents a share on the common, 
with $1.27 for 1942 and $1.24 for 
1943. The company is reported to 
have some large orders for buses, and 
war business is still large. It is ex- 
pected that over $1.00 a share may 
be shown on the common stock for 
1944. No dividends had been paid 
on the old company’s preferred 
shares for many years, nor on the 
common stocks. It is possible that a 
small dividend will be paid on ACF- 
Brill common later this year. 


National Linen 


National Linen Service Corpora- 
tion common is another recent list- 
ing on the Big Board. The business 
of the corporation is in renting of 
its own lines of bedspreads, sheets, 
pillow cases, tablecloths, garments 
and towels to commercial and in- 
dustrial users, and of laundering 
and reprocessing them. It has a reg- 
ular service of delivery of the mate- 
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rials and of collecting the used ones, 
operating through most of the 
Southern States. It has affiliates in 
Texas. The business was started in 
1918 in Atlanta, Ga., and has since 
opened a number of new plants or 
absorbed others in this line of work. 
It now operates 26 laundries. Busi- 
ness of the company in 1943 was 
above $9,700,000 and its ‘Texas 
affiliates, in which it has a control- 
ling interest, did nearly $3,000,000 
business. National Linen Service 
has no funded debt. There are two 
classes of preferred stock, with 21,- 
695 shares no par $7 preferred and 
4,379 shares of no par $5 preferred. 
Common shares total 464,013 shares 
of $1 par value. Earnings have 
averaged $1.70 a share on the com- 
mon during the past five years. The 
1943 net was $1.49 a share. In 1943, 
the common stock was split three for 
one. The above earnings are on the 
basis of the present common. The 
old common had been on a dividend 
basis of $2.00 a share annually. The 
new was placed on a $1.00 annual 
rate, which has been maintained 
thus far in 1944. 
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possibilities. At 51, the stock now 
sells higher than at any time since 
1929 with the previous peak of 5014 
reached in 1937. This year’s high 
was 543%. 

U. S. Rubber, an old market fa- 
vorite and outstanding for its for- 
mer wide market swings, is probably 
the most speculative of the “Big 
Four” and earlier this year managed 
to outdistance them all, reaching a 
high of 5434 compared with the 
current price of 50. Under du Pont 
management, indebtedness in recent 
years has been greatly reduced and 
working capital built up, yet senior 
capitalization remains considerable, 
consisting of $31.72 million funded 
debt and preferred stock of $65.10 
million. General reserves amount 
to $5.94 million. 

The company has undertaken a 
$25, million program to increase 
tire facilities; this together with 
mounting diversification of produc- 
tion should greatly enhance post-war 
earning power. U.S. Rubber is the 
world’s largest fabricator of rubber, 
normally obtaining nearly half of 
its revenues from the sale of tires 
and tubes. Far Eastern plantations 
in enemy-occupied territory were 
fully written off in 1941 and 1942. 


Their prospective recovery may im- 


ply a later tax obligation though 


conceivably it may not be subjec 
to EPT. Total amount charged of 
against earlier income was abou 
$16 million. 

Assuming similar reserves as lay 
year, U. S. Rubber this year should 
net about $5 per share despite possi 
bility of higher tax liabilities due to 
peak sales. Insofar as earnings per 
mit, and they will continue good fo: 
some time, the management appar§ 
ently has established the common 
on a 50 cent quarterly dividend 
basis. If maintained, this should 
eventually have a stabilizing influ 
ence on price swings of the common, 
aided by the company’s extensive 
non-tire business. Nevertheless, the 
stock is believed to have above aver 
age market possibilities. 

Firestone recently attracted atten 
tion by reports of planning consid. 
erable expansion ol its retail dealer 
system. 
firmed, there is little doubt that Fire 
stone, and probably other rubbers 
manufacturers, will give their retail 
dealers a far wider variety of merfh 
chandise after the war, including 
even major household appliances 
Firestone’s strong position in theft 
chain store field has long been re 
flected in an exceptional earning 
and dividend record and any exten §i 
sion of this policy should make for 
further stabilization of earning 
power. Therefore, as a good qual. 
ity stock with at least average mar: 
ket prospects, the common probably 
leads the field from an investmentfi 
standpoint. 

Earnings for the 1944 fiscal year 
should compare favorably with lastB; 
year’s net of $6.40 per share since 
expanded facilities are now working 
at full capacity. The $2 dividend 
should be maintained. Finances are 
strong with working capital amount 
ing to $107 million. Funded debt 
consists of $48 million 3% deben- 
tures, and new 414% preferred stock & 
was issued last January to retire a 
similar amount of 6% cumulative 
preferred. Present market price otf 
47 and the year’s high of 51 com-— 
pare with the previous (1929) high 
of 583% and price-earnings ratio of fii 
7.2 to 1 in relation to estimated 
1944 net appears quite moderate, 
considering the company’s post-wat 
potentials. 

Goodyear, due to immensely di- fi 
versified war production embracing 
a good many more things than rub- 
ber products, last year reported the 
largest gross business of the entire 
rubber group. 
in its field, the company is predom- 
inantly a tire manufacturer, at least 
in normal times when it obtains} 
some 75% of revenue from tires and 
related items. However, more re- 
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While not officially confi 


Long outstanding fisi 


tly, Goodyear has become quite 
Wversification-conscious, a trend 
ded by war output, and post-war 
erations may well reflect a shift in 
ie relative importance of revenue 
‘Mom the company’s various divi- 
nS. 

1944 net should hold close to the 
94 per share earned last year and 
Be $2 dividend is likely to continue. 
wo ordnance plants have been re- 
mverted to the production of tires 
dother essential rubber products, 
gd substantial expansion of tire 
aking facilities is under way which 
ould enhance post-war earning 
pwer in this division. For the du- 


ezption, the 80% tax limit provides 


otection against higher tax rates, 
gen should operating income con- 


idgnue to expand. 


The stock’s speculative character- 
‘Bics are below average, despite sub- 
bntial senior capitalization, and 
wt earnings were relatively more 
ilfable than those of other leading 
-Mbber manufacturers. Still, the 
mon presently sells at the low- 
gi price-earnings ratio on basis of 
timated 1944 net. Being primarily 
‘Btire builder with a domestic pre- 
bt capacity of about 75,000 casings 
‘ily (since expanded), the com- 
mny should be a leading beneficiary 
the huge prospective post-war de- 
‘pnd. Its greatly diversified war 
-Biput may, however, pose some re- 
ypaversion problems not character- 
ic of other manufacturers.  Fi- 
inces, though, are sound with con- 
gency reserves amounting to over 
5 million. 

General Tire & Rubber leads the 
ld of the smaller companies, with 
pre-war capacity of about 10,000 
e daily, now being materially ex- 
nded to take care of mounting 
pplies of synthetic rubber for tire 
‘Bilding. 1944 earnings should at 
pst equal last year’s and the com- 
om dividend of $1 appears secure. 
view of the excellency of general 
ht-war hip ae in the industry, 
¢common has a good measure of 
peal. Coverage for preferred 
idend requirements will be wide, 
d dividend yield of the common 
almost 5% at present price of 
out 2314 which is close to the 
_ F's high of 2534. Previous peak 
“fice was 2754 In 1939. The com- 
ny is without funded debt and 
’fistanding preferred stock is car- 
don the balance sheet at $6.5 
lion. The mechanical rubber 
sion is growing in importance 
should progressively make for 
ater earnings stability. 

ee Rubber stands out in that the 
Mpany has neither funded debt 
preferred stock outstanding; only 
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capitalization consists of 241,509 
common shares which imparts con- 
siderable earnings leverage. Past 
earnings were far better than those 
of the average rubber manufacturer 
but dividends remained conserva- 
tive, leading to steady improvement 
of the financial position which is 
now exceptionally strong and liquid. 
However, limited plant facilities are 
restricting post-war potentials un- 
less plant expansion is later decided 
upon. Selling at 43, the common 
holds close to year’s peak of 445% 
which is also an all-time high, the 
previous peak being 3754 in 19909. 
Book value is $51.45. 

In view of its erratic earnings rec- 
ord, Seiberling Rubber is quite spec- 
ulative. Dividends were resumed in 
1942 after a lapse since 1928 and the 
fifty cents rate for the moment ap- 
pears secure. Prospective high post- 
war demand for tires constitutes a 
favorable longer term factor but 
this prospect appears largely dis- 
counted by current market valua- 
tion, highest since 1929, though fur- 
ther market possibilities are not pre- 
cluded. 

Norwalk Tire & Rubber has been 
a marginal earner in the past and 
while war-time earnings improve- 
ment may hold over into the imme- 
diate peace period, prospects of last- 
ing betterment are at least in doubt. 
At 614, the stock appears adequately 
priced in relation to foreseeable 
prospects. 
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Other factors could be mentioned. 
Cooperative stress of quality mer- 
chandise is one of them. Then, too, 
as communities became more co- 
op minded, there arose a certain 
local pride, the idea “to keep money 
at home” instead of allowing it to 
be drained off by outsiders such as 
chain stores and other establish- 
ments of absentee-owners. It is here, 
perhaps, as well as in other direc- 
tions, where co-op educational pro- 
grams proved quite effective. 

Equally, if not more important, 
however, was the Government’s at- 
titude which was one of distinct fa- 
voritism. It has often been con- 
tended that tax exemption has been 
the biggest boom factor in the co- 
operative movement but this is only 
contingently true as only qualified 
farmer co-ops are specifically exempt 
from the federal income tax. But 
other co-ops, too, get off lightly be- 
cause income taxes are levied on 
profits and co-ops have no profits. 
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Their rebates, however, are com- 
monly exempted from a member's 
individual income tax liability. For 
this reason, tax exemption of co-ops 
proper is probably less valued a priv- 
ilege than one might think. More 
of a menace are efforts of certain 
trade association groups which aim 
at taxation of the distributive divi- 
dends of consumer cooperatives. 

Beyond this tax exemption fea- 
ture which of course is a distinct 
advantage in many ways, little direct 
Government aid has been given to 
co-ops except as a means of improv- 
ing the condition of the farmer. 
Farmer co-ops can obtain low-in- 
terest loans from the Farm Credit 
Administration, as already men- 
tioned, and are of course tax ex- 
empt. The Rural Electrification 
Administration provides a similar 
service for cooperative electrifica- 
tion associations. Other measures, 
solely in the farmer’s interest, in- 
clude exemption from the registra- 
tion provisions of the SEC act in the 
sale of farm co-ops’ securities. This 
exemption does not apply to other 
co-ops such as wholesales or regional 
associations which, like any other 
profit-sharing business have to file 
with the SEC whenever they go to 
the public for funds. Until recent- 
ly, however, no particular effort was 
made to enlist outside capital and 
purchase of income shares by non- 
members is not encouraged. For- 
mation of the earlier mentioned 
Cooperative Finance Association is 
intended towards integration of re- 
gional and other financing. 

To what extent, then, can co-ops 
become a threat to profit enterprise? 
To the writer, such a prospect ap- 
pears strictly circumscribed, for vari- 
ous reasons. While abroad, co-ops 
have become important economic 
factors in national economies, no- 
tably in England and the Scandina- 
vian countries where they control 
anywhere from 10% to 30% of re- 
tail trade compared with a trifling 
1% in the United States, there is lit- 
tle likelihood that American co-ops 
will enjoy similar growth and fu- 
ture importance, despite undeniable 
growth trends. 

First of all, and this is fundamen- 
tal, co-ops despite their alleged lib- 
eral and socialistic tinge are essen- 
tially capitalistic and competitive. 
Consumer co-ops especially must 
meet profit enterprise on equal 
terms; the moment they fail to do so, 
there would hardly be much justi- 
fication for their existence and pub- 
lic enthusiasm would soon wane. 

Then, too, competition in the 
U. S. retail field is far more severe 
than abroad and the efficient chain 





store in particular looms as a fy 
midable competitive factor despi 
price maintenance laws and aaj 
chain store legislation. One m 
add to this the widespread and ale 
advertising efforts—always effectiy 
as an attention and sales getter, 
profit enterprise—which cannot } 
countered by the cooperative moy 
ment, certainly not along compar 
ble lines. Finally, the usually hig 
American standard of living, excep 
in times of depression, is a powerti 
factor towards obscuring and ming 
mizing cooperative savings poten _ 
tials in the eyes of many while i 
Europe, the situation is just th 
















































. | Maint 
opposite. I bonds 
By and large, it can be said thal appre 
our efficient and up-to-date reta * 
distribution system may well con ee 
tute the principal factor militating for ne 
against excessive growth of coope : 

tives in the consumer field just a (°0" 
Europe’s outdated and costly retail "5 
system promoted its growth ther and m 
allowing far greater savings pos |, p, 
bilities. ; a 
Nor can tax exemption be ate su 
garded as a potential springboagg longer 
to phenomenal spreading of the of pom 
operative idea, for in the end, wh nls 
would pay the country’s taxes if cj on sec 
operatives would replace most @ \, 
what is today private profit ental ,., ,,. 
prise? To shift the load on Ut tuy ar 
shoulders of individual tax payegl or full 
would largely defeat whatever bengg 'avid. 
fit might accrue from cooperatio@§ Market 
The limitations in this respect aj end fc 
quite obvious. melon 
While, given efficient managemel P 
and wide popular support, cooper Telegre 
tives may enjoy impressive post-w aly 

growth and continue to expand 
to other fields, notably productiog§ Consul 
it is hardly thinkable that such ¢ oP 
pansion could go too far witho “a red 

arousing strong opposition. In fa 
extreme expansion is only thinkabll Adde 
in a totally socialized economy. Bag y,..,.., 
ring this, the growth and scope @ ast of 
cooperative business is definite] wtlook 
limited by practical, fiscal and Pi wai, 
litical considerations. Most Ci veekly 
tainly, even ardent adherents of tif on legis 
cooperative principle consider §"9 
and sex 





unwise to see therein a panacea ff 
our social and economic difficultié 
present and future. 
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Gauging the Future of the 
Steels 





(Continued from page 567) 


the war ends. Ihat would be less 
than fifty per cent of that group's 


capacity. Alfred*P. Sloan, of General ° 


Motors, said the industry was think- 
ing of after re-conversion production 
of 6,000,000 units annually. That 
would be approximately 15 per 
cent increase from the pre-war peak. 
It seems evident that the automotive 
industry does not expect to do much 
better than 33% per cent of its re- 
conversion work in the first six 
months after the war. Other indus- 
trial groups will hardly do better 
than the automobile makers. 

Such calculations, though, may be 
knocked into a cocked hat by a 
“graduated” pick-up of civilian work 
between the end of the war against 
Germany and end of the war in the 
East. 

As a group, the steel manufac- 
turers figured in pre-war days that 
60 per cent operations represented 
the break-even mark. With the new 
capacity figures and with higher 
costs, some companies, it now is con- 
tended, would be in red figures if 
operations dropped under 70 per 
cent. Very few concerns believe they 
can make profits if operations should 
go below 65 per cent of capacity. 

In an industry as large as steel, 
individual companies arraign them- 
selves in many categories. Both the 
break-even level of operations and 
the outlook for post-war business 
varies in each category. The com- 
panies with a preponderance of 
heavy equipment—more often than 
not the larger companies—get a bad 
break from both factors. 

Even in current high operations, 
the lighter steel-making companies 
have generally given a better earn- 
ings account of themselves and may 
be depended upon to handle ta- 
pered-off operations as well as their 
heavy rivals. 

The most obvious reasons for 
lower earnings of the whole steel 
group in this current season of peak 
operations undoubtedly are the high 
tax burden, increased costs and a 
freezing of the prices that obtained 
before the war began. 

Few large-sized industrial groups 
—or small ones either—have held as 
rigidly to pre-war prices throughout 
the last three years as have the steel 
companies. And costs have increased 
in nearly every element. 

Despite some shadowy angles of 
the picture, the long-pull view of 


steels seems to contain the same 
kind of brightness to be found in 
the longer outlook for general 
American industry. 

Specialty steels, on which prices 
have always been highest, have been 
introduced into thousands of fac- 
tories that consumed nothing but 
common carbon steels before the 
war. War-time acquaintance with 
the quality steels available will 
induce many to utilize the higher- 
priced metal in their civilian prod- 
ucts in the post-war period. Stain- 
less steel, which any of the com- 
panies possessing electric furnaces 
can make, concededly will go into 
wider use after the war. 

Lastly, in the overall survey of the 
situation of steel, greater participa- 
tion in the world market for finished 
products, seems likely for the basic 
industry after the war. 

A small trend in this direction 
started several years ago. The war 
has accelerated it. All of the larger 
companies of the group are manu- 
facturing, in addition to their out- 
put of raw steel and semi-finished 
steel items, a vast quantity of com- 
pletely finished muntions of war. A 
few of these finished products are 
convertible to civilian use. The steel 
companies may continue to make 
them. In a moderate length of time, 
the whole earning potentialty of 
steel — might be radically 
changed through development along 
this line. 

Jones & Laughlin, for instance, 
might easily achieve finished peace- 
time products without much altera- 
tion of some of its processes de- 
veloped for shell-steel making. Great 
Lakes Steel has a “natural” for a 
pre-fabricated barn or garage in its 
Quonset hut. United States Steel 
has thought so well of the early 
work of its T.C.&I. unit in pre- 
fabricated buildings and of the war 
work in the same line that it has 
added to the corporate family a com- 
pany which lead in pre-fabricated 
house design, engineering and con- 
struction before the war. 

All of these trends and most 
phases of the outlook for the indus- 
try as a whole apply most particu- 
larly to the wholly or semi-inte- 
grated units of the group and the 
well-organized specialty units. 

Those non-integrated companies 
producing standard products which 
were in deep trouble before the war 
because of various reasons, but chief- 
ly because technological progress 
had passed them by, seem likely to 
slide back into hot-water soon after 
the war emergency has passed. The 
four-high continuous sheet-rolling 
mills had a strangle-hold before the 
war on many non-integrated mills 


converting sheet-bars into sheets 
semi-mechanical process. The 

forced utilization of the contin 
mills for rolling of cargo ant 
barge plates released the hold 
will be clamped down again 

the emergency. 
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military experts. 

Peace-time production also 
cluded moulded plastics, ash 
packings and brake linings; ele 
washing machines and _ ele 
switches. 

In view of the fact that raw 
terials for civilian goods are } 
allotted at the rate of 25% of 
requirements, it appears that 
company will operate at redu 
profits until such time that they 
ceive additional war contracts 
more material for civilian goods. 

The management has proved i 
capable and we believe the comp 
has the facilities to operate p 
ably. 
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the field, meanwhile cannot rem 
without important consequence 
the broad political sphere. 
great victories in France, bring 
Anglo-American armies within 
ing distance of Germany’s wed 
border, have gone far towards 
ancing’ the war. Both in eq 
and implications, they comparg 
vorably with earlier Russian 
ries and cannot but enhance 
prestige within the concert of 
United Nations. It is a f 
which might assume conside 
weight when it comes to sha 
vital decisions affecting the wa 
and Europe’s future. 

The conversations at Dumba 
Oaks, especially, cannot move 
quickly to meet the European 
ation as it is now shaping up. 
urgency for practical and uf 
measures to deal promptly and 
structively with current and fu 
problems whether political or 
nomic, is greater than ever. In 
er words, with the end in sight, 1 
tary progress should be fully mat@ 
by progressive action in every 0 
sphere, both on a national and 
ternational plane, to hasten ang 
cilitate the world’s return to f 
and security. 
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